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The 1200 Series 


THE MOST 
WIDELY USED 
COMMERCIAL 
COMPUTERS 
IN BRITAIN 


Users say... 


*30,000 stock items held 
throughout the U.K. 
accurately reviewed each 
month, correcting unbalance, 
excesses and shortages, 
and considerably reducing 
the stores holding.’ 


‘Positive control has reduced 
work in progress by 55%, 
the production cycle by 40%, 
and shortages by 80%.’ 


‘With two computers we 
processed 2,048,000 subsidy 
claims last year totalling 
£47 million, and payment 
was much quicker.’ 





The 1202 general-purpose com- 
puter is a tried and proven success 
in companies both large and small. 
It is the latest in a series that has 
already exceeded more than half 
the combined sales of all other 
commercial computers ordered 
and delivered in Great Britain. 
ASK FOR I-.C-T SERVICES Specialist 
Advice, Films, Education, Train- 
ing and Demonstrations. 
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THE MORGAN CRUCIBLE CO. LTD 

MONSANTO CHEMICALS LTD 

BRITISH RAILWAYS, WESTERN REGION 

I.C.I. LTD (ALKALI DIVISION) 

MINISTRY OF SUPPLY, CHESSINGTON 

PROVINCIAL ADMINISTRATION OF THE 
CAPE OF GOOD HOPE 

IRISH SUGAR CORPORATION 

SHELL REFINING COMPANY LTD 

O.K. BAZAARS (1929) LTD, SOUTH AFRICA 

GUEST, KEEN & NETTLEFOLD 
(MIDLANDS) LTD 

WEST RIDING COUNTY COUNCIL 

THE GENERAL ELECTRIC CO. LTD, 
BIRMINGHAM 

MINISTRY OF AGRICULTURE, 
FISHERIES AND FOOD 

MIDDLESEX COUNTY COUNCIL 

SOUTH WESTERN REGIONAL HOSPITAL 
BOARD 

I-C‘T LTD, LETCHWORTH 

BRITISH TIMKEN LTD 

COMMONWEALTH BUREAU OF CENSUS 
STATISTICS, AUSTRALIA 

H.M. STATIONERY OFFICE 

BRITISH RAILWAYS, DARLINGTON 

GENERAL POST OFFICE 

GENERAL MOTORS S.A. LTD 

PILKINGTON BROTHERS LTD 

NOTTINGHAMSHIRE COUNTY COUNCIL 

BRIGHTON CORPORATION 

BIRMINGHAM CORPORATION 

MINISTRY OF FINANCE, NORTHERN 
IRELAND J, 

I-C-T LTD, CASTLEREAGH 

H.M. NAUTICAL ALMANAC 

NOBLE LOWNDES & PARTNERS 

MONTAGUE BURTON LTD 

DURBAN CORPORATION, SOUTH AFRICA 


International Computers 
and Tabulators Limited 


149 Park Lane, London, W1 


and offices throughout Great 
Britain and overseas 
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who has been appointed head of the UK Permanent Delegation to the 
European Free Trade Association and the GATT 








.-- TO IMPROVE WORKING EFFICIENCY 


It is now a proved fact that people work *%* choose from dozens of nearby res- 


harder, longer and more efficiently if they taurants and cafes—and change as 
get a good meal inside them at mid-day, often as they wish; 

LUNCHEON VOUCHERS ensure that they do eat well, keep happy and work the 
get it—even if employers cannot provide better for it. 

canteen facilities. LUNCHEON VOUCHERS make all the diff- 


For with our LUNCHEON VOUCHERS, your erence to staff welfare and working effi- 
ciency. 


staff can 
eat the right kind of food at the right And L.V. Luncheon Vouchers are often the 
time; tax-free inducement which attracts new 
lax, too, by eating away from their eas 
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A Financial Notebook 


London Regains its Pull 


The sharp fall in the American 
Treasury bill rate and the continued 
rise in the British rate last month 
produced an unusually large margin 
for covered arbitrage in favour of 
London. In the fourth week of the 
month the margin in London’s 
favour, after covering in the forward 
market, was almost 1 per cent. The 
good demand for sterling, which 
carried the spot rate on New York 
to around $2.803?, and the widen- 
ing of the premium on the three 
months’ forward dollar suggested 
that funds were moving to London 
to take advantage of the high money 
rates, an inference that was sup- 
ported by the record application 
totalling £516 millions at the Treas- 
ury bill tender on March 11. The 
firmness of the official exchange rate 
contrasted strikingly with the sudden 
fall in the rate for security sterling, 
a fall that was probably largely attri- 
butable to substantial sales of sterling 
securities by American investors un- 
nerved by the weakness of Wall 
Street. In the middle of last month 
the security sterling rate touched 
$2.774, its lowest since the autumn 
of 1958. 

The trade returns for February, 
which showed a further rise in im- 
ports, suggest that the increase in the 
gold reserves recorded in that month 
was attributable largely to an inflow 
of funds—an inflow that partly re- 
flected, no doubt, the seasonal build- 
up of London balances from the 
proceeds of commodity exports by 


overseas sterling countries. ‘The 
addition to the gold reserves in the 
month totalled $36 millions—raising 
them to $2,722 millions—after mak- 
ing the monthly repayment of $14 
millions to the International Mone- 
tary Fund. ‘The true gain in the 
month was thus $50 millions—$5 
millions more than in February, 
1959, and the biggest monthly gain 
since August last. 

Taking January and February to- 
gether, exports (seasonally adjusted) 
averaged £308 millions compared 
with £293 millions in the final 
quarter of 1959, re-exports £10 mil- 
lions compared with {£12 millions 
and imports £377 millions compared 
with £358 millions. The trade gap 
between exports and_ re-exports 
(valued f.o.b.) and imports (valued 
c.i.f.) thus averaged £59 millions in 
the two months compared with £53 
millions in the fourth quarter of 1959. 


Vanishing Surplus 

The provisional estimates of the 
balance of payments published in 
the middle of last month indicate 
that the deterioration in the current 
balance in the closing months of the 
year was more serious than had been 


generally thought. Indeed, in the 
final quarter the current balance 
showed a deficit of £18 millions 
following surpluses of £48 millions 
in the third quarter, £96 millions 
in the second, £19 millions in the 
first and {£37 millions in the final 
quarter of 1958. The current surplus 
for the year was thus £145 millions, 
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or well under half the surplus of 
£350 millions achieved in 1955. 

More than half the deterioration 
between the fourth quarters of the 
two years was attributable to a 
worsening of the trade balance— 
from an export surplus of £13 mil- 
lions to an import surplus of {17 
millions. Virtually the whole of the 
remainder was attributable to a 
sharp fall in private invisible earn- 
ings, which pushed the balance of 
invisibles into the red. 

The deterioration in the current 
balance coincided with a marked 
increase in the outflow of long-term 
capital, which rose from £86 millions 
to £196 millions between the two 
quarters. Some £89 millions of this 
rise was attributable to the repay- 
ment of the Export-Import credit in 
October. The overall balance of 
- identified current and long-term 
capital transactions thus showed a 
deficit of £214 millions in the fourth 
quarter. Hopes that the fall in the 
reserves—by £196 millions—had 
been very largely offset by a reduc- 
tion in external liabilities have thus 
been disappointed. Indeed, over- 
seas holdings of sterling rose by 
no less than {62 millions in the 
three months: the holdings of North 
American and continental countries, 
which might have been the most 
susceptible to the attractions of 
higher money rates elsewhere, in 
fact increased by £6 millions and 
£52 millions respectively. The hold- 
ings of sterling area countries in- 
creased — for the fifth successive 
quarter—by {£27 millions. The only 
category to show any appreciable 
decline was “other non-sterling ”’, 
whose holdings dropped by {41 
millions, due largely, no doubt, to 
the further diversification of Iraq’s 
exchange reserves. 

The discrepancy between the size 
of the overall deficit and the changes 
in reserves and liabilities is not ex- 


plained by any increase in ster- 
ling acceptances outstanding to 
foreigners: in fact these declined by 
£7 millions to £134 millions in the 
quarter. There is some evidence, 
however, that there was a significant 
increase in other short-term bor- 
rowings in London: the interest 
differential between London and 
other centres probably exerted its 
main effect in this way. 


More Exchange Freedom 


The Bank of England announced 
some further minor but welcome 
relaxations of exchange control at 
the beginning of last month. The 
Bank’s permission—which in pre- 
ceding months had been given freely 
—1is no longer required by banks for 
the extension of overnight loans to 
their foreign correspondents or for 
the extension of mail credits and 
pre-shipment finance facilities to 
non-resident customers. 

A further—and more significant— 
exception was made to the general 
rule that sterling loans and over- 
drafts may not be granted to non- 
residents: banks may now grant 
loans or overdrafts not exceeding 
£10,000 to non-resident customers 
for personal purposes, such as house 
purchase or the payment of educa- 
tion expenses. 

The Bank also raised the limit on 
the issue of usance credits from 120 


days to 180 days. 


Rebound in Markets 


In the middle of last month equity 
markets, cheered by the rally on 
Wall Street and by the flow of good 
company results, regained almost 
half the ground lost in the previous 
decline. In the early days of the 
month, when investors were dis- 
pirited by the bleak news from 
Wall Street and by the growing 
feeling that the Guillebaud recom- 
mendations on rail pay would lead 
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the Government to apply the brakes 
more strongly on the boom, the 
Financial Times equity index had 
dropped to 306—more than 10 per 
cent below the peak established 
early in January. By the fourth 
week of the month it had recovered 
to 323. 

The gilt-edged market, on the 
other hand, could find little to 
hearten it. The efforts of the 
authorities to explain their action in 
dropping the Government broker’s 
prices on February 24 brought little 
comfort. Indeed, the first clumsy 
attempts at explaining merely in- 
creased the market’s agony. By the 
fourth week of the month War Loan 
was still hovering around 62?—a 
bare 4 point above the year’s low 
and a full point below its level on 
February 23. 


Those Sales of Gilts 


Those last straws of bank selling 
that broke the price in the gilt- 
edged market on February 24 are 
not reflected in the latest available 
make-up statement from the clearing 
banks, but that statement, dated a 
week before the dramatic adjust- 
ment by the Government broker, 
shows very clearly how the load 
upon the “ departments ’’ must have 
been piling up. The banks’ aggre- 
gate gilt-edged portfolio ran down 
during the four weeks by over £85 
millions, and probably not more 
than half this decline represented 
the repayment, at its mid-month 
maturity, of the 2 per cent Ex- 
chequer stock. ‘The principal con- 
tributors to the run-down (in total 
investment portfolios, which this 
month reflected a rise in trade invest- 
ments) were the Westminster Bank 
(down £30 millions), Lloyds (£18 
millions), Barclays (£12 millions) 
and District (£9 millions). Over 
the whole period since the liquida- 
tion of investments began in the 


autumn of 1958, the reduction 
amounts to £585 millions, carrying 
the ratio of investments to deposits 
down from over 33 per cent to 
under 23 per cent. 

The cause of this further decline 
in investments was, of course, the 
intensification of pressure from ad- 
vances at a time when liquid assets 
are shrinking. ‘The seasonal draw- 
ings on overdraft limits carried the 
total demand up to and even a little 
beyond last year’s very heavy take- 


up. “True” advances to the 
Feb 17, Change on 
1960 Month Year 
{mn {mn {mn 
Deposits.. 7141.9 — 257.8 +510.2 
“Net”De 6802.8* — 238.0 +462.6 
P| 6686.5+ — 237.3 +442.7 
Liquid ol 

Assets 2295.8 (32.1) -—245.1 +154.9 
Cash .. 591.6 (83) + 3.8 + 58.6 
Call money 570.6 (8.0) + 26.7 +100.3 
Treas bills 988.7 (13.9) -265.3 -— 16.4 
Other bills 144.9 (2.0) - 10.3 + 12.4 
ft 3 Risk 9? 

Assets 4647.6 (65.1) + 4.4 +353.2 
Investments 1618.0 (22.7) - 79.7 -—343.5 
Advances§ 3029.6(42.4) + 84.1 +696.7 

State Bds 7 ~ Ry - mY 
2965. + 92.2 +701. 
All other { 756911 4+ 95.2 +686.6 


* Excluding items in course of collection. 

+ Excluding all transit items as well. 

t Ratio of assets to gross deposits. 

§ Official total excluding Lloyds Bank transit 


item. Pa 
|| Excluding transit items. 


private sector rose at an average 
rate of nearly {24 millions a week, 
compared with an average of {225 
millions in the corresponding period 
of 1959, whereas in the preceding 
nine weeks they had risen by an 
average of £10 millions (compared 
with {12 millions). Up to mid- 
February, therefore, there had been 
no sign of the levelling off for which 
the authorities have been hoping. 
The advances ratio had been carried 
to 42.4 per cent—for the first time 
within sight again of the 44 per cent 
at which it stood at the outbreak of 
World War II. 
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The month’s contraction of liquid 
assets, at {£245 millions, was the 
smallest at this season for a number 
of years, chiefly, no doubt, in conse- 
quence of the weak state of the 
gilt-edged market, with the result 
that the decline in deposits was like- 
wise less than seasonal (it was the 
smallest since 1955), and Lloyds’ 
seasonally-adjusted index rose by 1.3 
to the new peak of 121.8 (1948—100). 
Since last May this index has risen 
by over 7 per cent. The combined 
liquidity ratio, although easing less 
than usual in February, was at only 
32.1 per cent, with the Midland at 
precisely the critical 30 per cent and 
with three of the four banks that 
had sharply reduced investments still 
showing even so only just over 31 
per cent (see the regular table on 
page 277). Selling pressure by the 
banks, as our opening article indi- 
cates, was very heavy in the ensuing 
week, at the end of which the 
Government broker dropped his 
price. 


£1,150 Millions of New 
Advances 


The detailed quarterly analysis of 
bank advances from the British 
Bankers’ Association confirms the 
impression given by the clearing 
banks’ returns, discussed above, that 
in the three months to mid-February 
aggregate outstanding advances ex- 
panded almost as fast as in the 
record - breaking quarter twelve 
months previously, when the surge 
that followed the ending of the 
squeeze combined with seasonal fac- 
tors to raise the quarter’s increment, 
for BBA member banks as a whole, 
to {£245 millions. In this latest 
quarter the increase was {242 mil- 
lions, to £3,243 millions, bringing 
the total expansion since August, 
1958, to the huge sum of £1,150 
millions, or 55 per cent. Advances 
of non-clearing banks have risen 
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during this period by £134 millions, 
to £415 millions, or by 48 per cent, 
but in the latest quarter they have 
risen faster than those of the clearing 
banks, by £38 millions, or 10 
per cent. 


The pattern of borrowing during 
the quarter has been surprisingly 
similar to that experienced in the 
corresponding period of 1958-59. 
As will be seen from our regular 
table on page 278, the three big 
groups that mainly reflect personal 
and consumer demands together rose 
by £105 millions, compared with 
£106 millions, with personal and 
professional borrowers absorbing 
£57 millions more (£54 millions), 
retail trade £36 millions (£34 mil- 
lions), and hire-purchase finance 
companies {12 millions ({19 mil- 
lions). As was to be expected in the 
period when total advances are 
heavily swollen by the financing of 
tax payments, these three groups, 
though rising faster than they did 
in the preceding quarter, have ac- 
counted for a smaller proportion of 
the total expansion. Among the 
other categories, by far the biggest 
rise was the {£36 millions shown in 
‘“‘ other financial’, now standing at 
no less than £300 millions, and per- 
haps most liable to be affected by 
the new vigilance now being shown 
towards big transactions. Engineer- 
ing absorbed an additional £234 
millions, building and contracting 
£16 millions, “ other” textiles £9 
millions, shipping and agriculture 
roughly {7 millions each; some 
of the smaller groups, notably leather 
and rubber, showed proportionately 
even larger increases. The utilities 
and local authorities made moderate 
net repayments, as did food, drink 
and tobacco, and entertainment. 

An unexpected disclosure in the 
Radcliffe evidence is the substantial 
volume of the clearing banks’ ad- 
vances to persons for house pur- 
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chase. Before the squeeze on per- 
sonal advances tightened in 1951, 
these housing loans stood at £130 
millions; they dropped to a low 
point of £104 millions by early 1958, 
and then rose to {£132 millions when 
the series ended twelve months 
later. Another new table analyses 
total advances by size: at mid-1958 
one-third of outstandings comprised 
advances of less than £10,000 and 
one-fifth comprised advances of 
£1,000,000 or more. 


Internationalizing Bolsa 


The opportunities created by con- 
vertibility for strengthening inter- 
national banking links were vigor- 
ously exploited last year by the 
Bank of London and South America. 
The success of the bank’s drive for 
new deposits in Europe and North 
America as well as in its traditional 
areas of operation is reflected in the 
rise of £48 millions, to £178 millions, 
in current deposit and other accounts. 
A large part of these additional funds 
were in fact re-lent, through the inter- 
mediary of the London office, as 
short-term deposits with banks and 
financial institutions—many of them 
in the United States. The total of 
these deposits increased by no less 


than £28 millions to £50 millions 
during the year. A further £8 mil- 
lions of funds was invested in British 
gilt-edged securities during the year, 
whereas the total of bills receivable 
and advances (which represent busi- 
ness at overseas branches) increased 
by only £3 millions—though the 
modesty of this increase is attri- 
butable largely to the effects of 
exchange depreciations. 

The widespread international 
character of the bank’s business is 
indicated by Sir George Bolton’s 
revelation that Bolsa’s principal earn- 
ing areas, in order of contribution 
to total profits, are Argentina, Europe 
(including London), the United 
States and Brazil. 


New Bank Notes 


The new {1 notes made their 
appearance on March 17 amid a 
general chorus of criticism. Their 
depressingly anaemic appearance and 
the removal of the serial numbers 
from their accustomed places have 
justifiably provoked many acid com- 
ments. The old notes will run 
side by side with the new: since 
their average life is about eighteen 
months it is expected that the 
majority of them will have been 




















THE INDIAN GNERSE4 o> BANK LTD, 
£ > > —————e 


MADRAS 
INDIA 
Through our Branches in India and S.E. Asia, and a world 
wide network of Correspondents, we can offer to those 
who trade Overseas 


A COMPLETE BANKING SERVICE 


— 
— 








201 








taken out of circulation within two 
years. It is hoped to introduce new 
10s notes towards the end of next 
year and new {5 and {10 notes— 
the popularity of the restyled “‘fiver”’ 
has encouraged the Bank of England 
to revive the “‘ tenner ’’—as soon as 
possible thereafter. 


Lloyds Electronic Sorter 


Lloyds Bank is the first of the 
English banks to order an electronic 
cheque-sorting machine. Hitherto 
the clearing banks had stayed their 
hands until the special sub-com- 
mittee set up by them had decided 
upon the standardized code of mag- 
netic characters that should be 
adopted. Lloyds order—for a Bur- 
roughs sorter costing £35,000, cap- 
able of “ reading ”’ cheques at the 
rate of 1,500 a minute—implies that 
the bank is proceeding on the 
assumption that the Burroughs cod- 
ing, already accepted by American 
bankers, will be accepted by the 
English banks. The order, however, 
appears to have been made condi- 
tional upon such acceptance. 


Last month representatives of the 
clearing banks visited Paris to 
examine the rival code offered by 
De la Rue Bull Machines, now being 
tested at the head office of the Crédit 
Lyonnais on behalf of the conti- 
nental banks. 


Credit Clearing 


The first fruit of the clearing 
banks’ re-examination of facilities 
for the transmission of payments 
will be the institution on April 20 
of a general credit clearing through 
which credit transfers between banks 
will pass for settlement. The clear- 
ing, which will take place daily at 
the Bankers’ Clearing House, will 
follow the lines of the existing cheque 
(i.e. debit) clearing. Hitherto the 
daily settlement for credit advices 
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passed from bank to bank has been 
effected by the banks individually 
with one another. The new arrange- 
ment will enable them to settle in 
bulk through the Clearing House. 

Initially, the clearing will be con- 
fined to payments by traders’ credit 
(including salary and pension pay- 
ments effected through the traders’ 
credit machinery) and payments 
under standing order. At a later 
stage customers’ credits (cash and 
cheques paid over the counter by a 
customer for his account at another 
bank) will be brought in. In the 
third and final stage all third-party 
credits (cash paid over the counter 
by non-customers in settlement of 
hire-purchase and mortgage repay- 
ments, gas and electricity accounts, 
etc) will be included. 


Eastern Banks’ Good Year 


The three leading eastern banks 
—the Chartered Bank, the Hong- 
kong and Shanghai Banking Cor- 
poration and National and Grindlays 
Bank—all issued their annual reports 
last month. All showed good pro- 
gress and had evidently benefited - 
from the calmer political conditions 
prevailing last year—except in Cey- 
lon—and from the recovery in the 
prices of primary products. 

The Chartered Bank reported a 
rise in deposits of £28 millions last 
year compared with {14 millions in 
1958. National and Grindlays Bank 
reported an increase in deposits of 
£11 millions, to £153 millions, and 
of £11 millions in advances to £80 
millions. The chairman, Mr J. K. 
Michie, disclosed that during the 
year the bank had entered hire- 
purchase—through the acquisition of 
a 20 per cent interest (at a cost of 
£50,000) in the Credit Finance Cor- 
poration Ltd, operating in Kenya 
and Uganda, and a 15 per cent 
interest in Mercantile Credit Ltd, 
Colombo. 








The Budget and 
Gilt-Edged 


HE budget, which will be presented only a bare three days after 

this issue of The Banker is due to appear, will provide official 

answers to most of the questions that have been exercising the 

minds of thoughtful observers these past three months. At this 
late stage it is pointless to speculate on what those answers might be, but 
it may be pertinent to offer a view of the nature of the problem confronting 
Mr Amory as he opens his third budget. This view must necessarily be 
based on information less complete than that possessed by the authorities 
but it may none the less provide a useful basis for assessing the implications 
of the Chancellor’s words and deeds. The two crucial questions that 
Mr Amory will answer next Monday are, first, how far does the Government 
consider that the economy is in need of restraint and, secondly—and by 
implication—how it thinks the enforcement of that restraint should be 
apportioned between fiscal and monetary policies. These questions, of 
course, presuppose that the economy is in need of some restraint, an 
assumption that some observers would contest. ‘The signs of strain, how- 
ever, though still scattered, have multiplied in the past two months: if the 
authorities felt that some restraining action was needed in January—as they 
asserted by an increase in Bank rate—they must almost certainly feel that 
some further action is needed now. Where there is far more room for 
disagreement is in the degree of restraint called for and the methods by 
which it should be applied. 

Even here, however, the room for disagreement has been narrowed by 
the deterioration in the balance of payments revealed in the latest quarterly 
estimates. In the last three months of 1959—a period, admittedly, that 
had to bear the full £39 millions annual interest on the North American 
loans and a substantial rate of stock-building in industry—the current account 
showed a deficit of £18 millions, a deterioration of £55 millions on the 
fourth quarter of 1958. The weakening of sterling and the losses of gold 
in the closing months of last year are thus shown to have been symptomatic 
of something more disquieting than an outflow of foreign funds. Indeed, 
overseas holdings of sterling increased by the surprisingly large sum of £62 
millions in the three months. Rather more than half the deterioration in the 
current balance between the final quarters of 1958 and 1959 was attributable 
to visible trade: the fact that the gap between imports and exports (both 
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seasonally adjusted) continued to widen in the first two months of this 
year suggests that the deterioration has not yet been arrested. 

A year ago Mr Amory in framing his budget could point to a substantial 
margin of unused capacity in the economy and could accept a reduction in 
the then comfortable external surplus as a reasonable cost of reflating at a 
time when many overseas markets were still feeling the effects of the recession 
in their commodity earnings. This year neither the internal nor the 
external cushion exists. The margin of unused capacity in industry, 
though unevenly spread, is certainly not sufficient to justify any additional 
stimulation of total demand: indeed, unless checked, the prospective rise in 
demand seems in serious danger of overstraining resources. ‘The surplus 
in external payments—which was reduced from £350 millions in 1958 to 
£145 millions in 1959—is obviously too small for the Chancellor to afford 
any further strain to fall on it: indeed, if sterling is to be safeguarded from 
further crises, the aim should be to strengthen the current balance in the 
coming year by at least £100 millions. 

Overall, it seems reasonable to assume that the capacity of the economy 
would permit an increase of not less than 4 per cent in gross national 
product this year, making available, say, an extra £800 millions of resources. 
It is not difficult to add up prospective increases in demand to make a sig- 
nificantly higher total. The natural hazards of this exercise, however, are 
increased this year by the existence of two major unknowns: the pace of 
stock-building and the extent to which last year’s record increase in con- 
sumer debt will act as a brake on this year’s spending. Clearly, the size 
of the inflationary gap thought to be facing the authorities will be deter- 
mined largely by the assumptions made about the strength of these two 
key sources of demand. ‘The outlook for stocks is particularly perplexing. 
It has been customary to attribute the discrepancy between official estimates 
of national product in 1959 on an output basis (showing a rise of around 
4 per cent) and those on an expenditure basis (showing a rise of around 
3 per cent) to an underestimation of the increase in stocks. The latest figures 
for stocks held by manufacturers and distributors—which tend to be the 
most volatile elements in stock-building—throw some doubt on this assump- 
tion, however. Certainly, stocks were rising very rapidly in the final quarter 
of the year—a period in which they are normally being drawn down—but the 
increase shown in the first three quarters—for which the figures are, pre- 
sumably, more reliable—was (at 1954 prices) some £30 millions less than 
in the same months of 1958. For the year as a whole the rise in these 
stocks is put at £110 millions, which, though higher than in 1958 (£50 
millions), is well below the rise recorded in 1957 (£270 millions). If, say, 
£100 millions of the discrepancy in the national accounts were attributable 
to unidentified stock-piling it might be reasonable to expect a slower pace 
of accumulation this year, and thus some release of resources for other 
uses. If, on the other hand, the error does not lie in stocks—or, alterna- 
tively, is accounted for by the znvoluntary accumulation of certain materials, 
e.g. coal—the pace of stock-building would seem more likely to quicken 
than to slacken this year and the inflationary gap (and the pressure on the 
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balance of payments) will be correspondingly greater. The arithmetic 
background to the budget is thus subject to an even wider margin of error 
than usual and the Chancellor faced with an unusually difficult problem 
of judgment. 

Any tightening-up that Mr Amory chooses to impose through the budget 
will be effected by making an increase in the net weight of taxation in 
the coming financial year. In any case, the extent to which budgetary 
action is needed will depend partly on how far the authorities are prepared 
to let the growing pressure on resources be met by a corrective rise in 
interest rates. ‘The more it is desired to moderate the pressure on interest 
rates without increasing the supply of money, the bigger must be the size 
of the surplus for which the Chancellor must budget—and consequently 
the smaller the volume of the Exchequer’s cash needs to be financed by 
borrowing. If the authorities are concerned to restrain demand, the bulk 
of the outside funds needed by the Exchequer in the coming year that are 
not provided by the sale of national savings securities ought to be sought 
in the gilt-edged market. And that, from the authorities’ point of view, 
may present very formidable problems. 

The rise in interest rates that might be occasioned by this borrowing 
would, of course, be wholly appropriate to a situation in which demand was 
overstraining resources, or threatening to overstrain them. A rise in long- 
term rates, as the Radcliffe inquiry established beyond any reasonable doubt, 
is the very essence of a restrictive monetary policy. ‘The disappointments 
of the past two years, however, have reduced the gilt-edged market to such 
a state of demoralization that any attempt by the authorities to sell securities 
might produce a very sharp fall in prices that could—unless the authorities 
made their intentions perfectly clear—deal a very damaging blow to con- 
fidence. If, therefore, the authorities decide to use the interest rate as an 
important restraining influence they must be prepared to act boldly and 
quickly, and above all to shed their reluctance to give the market a lead— 
a reluctance so conspicuously revealed by the searching questions of the 
Radcliffe Committee, as the extensive extracts quoted on pages 223-240 of 


this issue show. 


Explaining away February 24 


The dramatic reduction in the Government broker’s support prices for 
gilt-edged on February 24 suggested that the authorities were alive to this 
need. In subsequent days, however, official spokesmen were at pains to 
dispel any such impression: the move, they insisted, was purely technical 
and involved no change of policy. It was, on this view, merely a natural 
reaction to the increasing pressure of selling and had no wider implications. 
The Government broker, who had hitherto been absorbing the banks’ 
sales of gilt-edged at prices below those currently quoted in the market 
but above the prices that the banks could have obtained in an unsupported 
market, was suddenly confronted with a very heavy new sale and forthwith 
reduced his support price. The background to this move is graphically 
revealed in the latest monthly return of the eleven clearing banks, which 
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shows that in the two months to the mid-March make-up (which, admittedly, 
included the repayment of the unconverted portion of two maturing issues) 
the banks reduced their holdings of gilt-edged by no less than £203 millions. 
The official, “‘ technical”, explanation of the Government broker’s action 
has been reiterated so often in the past month that one must accept it as 
a true description of the authorities’ intentions. Fortunately, these dis- 
claimers of wider intent have not prevented the action from having reper- 
cussions: the drop in gilt-edged prices, by perceptibly increasing the penalty 
incurred in selling gilt-edged, has certainly had some effect on the banks’ 
willingness to lend. It has caused the banks to look rather less favourably 
on requests for overdrafts for the financing of long-term capital projects 
and property transactions. True, only requests for “ big” overdrafts, 
which are referred to head office, are being subjected to a more searching 
scrutiny; but as the clearing banks revealed in their evidence to the Rad- 
cliffe Committee, advances of {1 million and over account for about a 
fifth of total advances: any significant reduction in these could thus have a 
perceptible effect on the course of total advances even though—owing to 
the large margin of loan commitments not yet taken up—that effect might 
not be apparent for some time. To this extent therefore the interest rate 
has been made more effective in the past month. In view of the Governor’s 
recent indications that he would like to see the rise in advances flatten out, 
the refusal of the authorities to take the credit for this restraining effect is 
hard to understand. 

On a wider view this refusal is also profoundly disquieting since it suggests 
that the authorities still shrink as self-consciously as ever from giving the 
market a firm lead. If persisted in, this attitude could lead them to seek, 
inevitably if not intentionally, an escape from the dilemma between a tough 
budget and a tough gilt-edged policy by invoking supplementary monetary 
devices such as special deposits or variable liquidity ratios. While these 
devices could prevent any increase in short-term borrowing by the Ex- 
chequer from giving rise to a secondary expansion of credit, they could not, 
of course, prevent the primary expansion. Moreover, if it were sought to 
go further and bring about an actual reduction in the volume of credit the 
banks would be forced to exert the pressure on the gilt-edged market that 
the authorities themselves shrank from. In short, it is impossible to escape 
from the conclusion that if the authorities wish to restrain credit creation 
in the months ahead they should do so through the orthodox means of curb- 
ing their own short-term borrowings. Only if, for some reason, these 
means demonstrably are not working and bank advances are still rising 
rapidly in the period when—for seasonal reasons—bank liquidity is increas- 
ing should the authorities consider resorting to methods of liquidity control 
that do not work directly through the market. Unless the numerous signs 
of strain in the economy are deceptive, there is no escape from the dilemma 
now confronting the authorities. In shaping his financial policy for the 
coming year Mr Amory will have to choose between being hard on the 
taxpayers and being hard on the holders of gilt-edged. It is an unenviable 
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The Sick Man of 
British Transport 


By J. E. HARTSHORN 


ACH of the bouts of heavy investment in transport facilities in 

which the developing British economy has indulged during the 

middle and later years of the last three centuries has brought about 

major structural changes in the pattern of our transport system. 
None has wholly extinguished any single basic form of transport—though 
a hundred years ago, as an element in long-distance transport, Britain’s 
roads were probably in an even deeper state of decrepitude than its canals 
are to-day. The emergence of each new or resurgent form of transport 
has generally required permissive legislation; and within a measurable 
period each has become subject to a growing volume of public regulation, 
as to-day the private car is perhaps just beginning to be. No element in 
the economy is better equipped with political pressure groups, and logically: 
for the economic operation of transport in Britain seldom escapes more 
than partially from the sphere of politics. 

In this long view, two special factors mark the present period of huge 
investment in inland transport—to-day some {1,000 millions a year, roughly 
£800 millions of it in road vehicles and roads and £180 millions in railway 
vehicles and track. ‘The larger, more complex, but less immediate, is that 
the most rapidly growing element in inland transport, which if it is not 
already will soon be the largest, is now transport owned and operated 
exclusively for the benefit of single users, not transport service for general 
hire at all. ‘The smaller, more immediate, and intermittently more dramatic, 
is that within transport service for general hire (all of which, rather than 
parts of which, is now on the defensive) the largest elements are now 
nationalized. This locks their operation and accounting firmly and blatantly 
into Government policy and the national finances; it introduces political 
rancour into the public pressures already regulating their organization and 
management; and it has, at least incidentally, given them a special and 
sometimes pivotal réle in the generation of wage inflation in the British 
economy. 

This last point, rather than the fact that railways are on the retreat and 
in the red in Britain as in most developed countries of the world, is the 
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main justification for the latest hiccup of public anxiety and political pro- 
fessions of determination to do something, no matter what, about national- 
ized transport in Britain. From being adjured to will the means, having 
willed the end, the public now sees the remuneration of the railway labour 
force moved almost completely out of the workings of the country’s normal, 
admittedly imperfect, labour market into that “‘ more equal than others ” 
pattern of emulation so far inhabited mainly by civil servants, doctors and 
dentists, where it does not matter whether “‘ the money is there ’’, since 
the taxpayer is. This is not really a turning-point, but merely a step in 
a steady progression. Regardless of the financial solvency of their em- 
ployers, most of the railwaymen would perhaps always be serving in one of 
those sectors of the economy where productivity cannot be increased rapidly 
or obviously, and in any case cannot readily be measured. It was already 
official doctrine, accepted from the Cohen Committee, that such groups in 
the community cannot be denied their shares in general economic progress, 
and that parts of the economy where productivity, wages and profits could 
rise faster must moderate their relative gains to take some care of these 
less fortunate. 


Guillebaud Sets the Formula 


This increase in railwaymen’s pay, which is likely to cost £40 millions 
a year, will not be the last; following the Guillebaud formula, the rate of 
future increase will continue to be geared to that of incomes elsewhere in 
the economy rather than to the profitability or otherwise of railway opera- 
tion. Nor should it be assumed that some reshuffle of the parts of national- 
ized transport, or even some drastic once-for-all surgical operation upon 
its activities along with its finances, can reverse the railways’ current decline 
or stabilize their position within the developing transport system of the 
country. Even if commercially competitive pressures were the main cause 
of this decline (which in any simple sense at least they probably are not), 
the chances of fairly comfortable relative retreat for railways during this 
period of structural change in transport would depend largely upon how 
much the total amount of transport used or rather paid for in commercial 
transactions can be expected to grow: and about this we have very little 
evidence indeed to inform our guesses. 

Such fragmentary data as are available suggest that the total ton-mileage 
of inland goods transport, which during the war may have grown a good 
deal faster than production did, has recently been growing much more 
slowly than production. Goods transport hired as a commercial trans- 
action, on road and rail, has been growing even more slowly if at all, since 
the biggest increase is certainly taking place in the carriage of goods under 
‘““C’”’ licences on trader’s own account. ‘Travel within Britain, in passenger- 
miles, may be growing faster than the volume of goods traffic—in vehicle- 
miles it almost certainly is—but here again, the travel hired is certainly 
growing more slowly than travel “‘ on own account ”’ in private cars. The 
rapid growth of total transport which could leave even a relatively declining 
part fairly comfortable in absolute terms cannot therefore be counted 


208 








upon; road transport for hire, at least of goods, is still probably comfortable 
though relatively declining, but railway business, since about 1951 rather 
than since the recent recession, has probably been declining absolutely as 
well as relatively. ‘Total expansion in transport, to sum up, is not suffi- 
cient to render structural change painless. 

In real terms, therefore—if one may defer the fascinations of decen- 
tralization and cooking the books a few minutes more—the railways have 
no alternative but to cut down their stock of capital assets and trim the 
services they offer, where the public is making least use of both. This 
they are not yet committed to do as fast as they probably should, being 
over-optimistic about traffic and until recently inclined to underestimate 
the strength of the urge to own and operate one’s own transport (which 
certainly could not have been forecast by any purely economic calculus). 
They are, moreover, not allowed to cut back even as fast as they consider 
necessary, partly because of delay mechanisms built into the framework of 
public regulation and partly because the Government has often not allowed 
them to do so. Government intervention has been more marked, however, 
in keeping frozen certain discriminations and distortions introduced at 
earlier times in railway history into the pattern of charging for passenger 
travel. These discriminations in the allocation of indirect cost where the 
traffic could be expected to bear it were not and even now are not illogical, 
given the curious pattern of competition within transport for hire. But 
some discriminations that have conferred special benefits on particular 
groups in the community, such as the commuters to big cities, no longer 
suit the railways’ commercial circumstances. Nor have the railways yet 
begun to use the degree of commercial freedom that they notionally 
acquired for freight charging in 1957 very effectively, though there are 
some signs of the special deals which ought logically to make up a major 
part of their freight dealing from now on, since customers generally have 
so many other possible ways to move their merchandise. 


Tories and the Public Industries 


Certain brave noises about ironing out some of the most out-dated dis- 
criminations in passenger charging, if not of giving the railways as much 
freedom in passenger fares as in freight charges, were made by Mr Macmillan 
when he announced the latest drastic reappraisal of the organization, opera- 
tions and economics of the railways last month. He spoke, too, of lifting 
to some extent their burden of obligations to carry under public regulation. 
Both moves would be welcome: the framework of public regulation suitable 
to what once seemed liable to become a monpoly supplier of transport is 
not suited to a form of transport in decline, of which most areas of monopoly 
have been rapidly whittled down, though no form of transport in this small 
island is ever likely to escape some degree of regulation. 

The Prime Minister’s equally vague undertakings about reorganization 
of the Transport Commission had presumably more to do with politics 
than with the economic situation of the railways. The evolution of Con- 
servative political attitudes towards the nationalized industries has been 
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slow, but is now developing more interestingly. During their first post-war 
administrations, their few commitments of denationalization once com- 
pleted, the attitudes of ministers and back-benchers alike often appeared to 
derive from the motto: 
*’'Thou shalt not kill; but need’st not strive 
Officiously, to keep alive ”’. 

Labour spokesmen are hardly in a position to accuse them, for example, of 
delaying the adjustment of rail fares and charges or making the Coal Board 
buy the expensive coal its customers wanted from abroad simply to discredit 
the financial performance of these public industries; did not Labour ministers 
begin both manoeuvres? But the danger that nationalized industries, in 
such circumstances, might show a loss cannot have been too worrying for 
politicians dedicated to the proposition that nationalization always must. 

More recently, having to live with the likelihood that little more of these 
industries can practicably be denationalized, and that no other political 
party seems likely in the foreseeable future to supply a government to 
take the discredit for them, Conservative interest in making the public 
industries tick less irregularly has grown. The party’s theories on the 
matter, so far as they can be judged from the outside, still seem somewhat 
rudimentary. ‘There is the proposition, for example as regards the Trans- 
port Commission, that certain profitable ancillary activities or potentially 
profitable capital assets should be sold off to private enterprise (preferably 
by forced sale at knockdown prices, one sometimes suspects); i.e. that 
what a nationalized industry can or might do profitably it should not be 
allowed to do. There is some logic here, though it often seems mixed 
with rapacity. ‘The second distinguishable proposition is that most national- 
ized industries need more decentralization. This is a far more logical 
principle and a wholly respectable preyudice—perhaps the only respectable 
one with which to approach any problem of industrial organization. It is 
not, however, a substitute for study of the real situation that one approaches; 
and most businessmen have learned that the degree of decentralization 
attainable in efficient practice differs widely between different organizations. 

The most recent decentralizing reorganization of the Transport Com- 
mission came into force, formally, in 1955; the Select Committee on 
Nationalized Industries, which has this session begun to look at nationalized 
transport, will presumably have been trying to assess such results of this 
as are yet identifiable. ‘That decentralization set up six area boards for 
the railway regions, which would aim to be financially self-supporting. 
So in theory the present degree of decentralization might be compatible 
with “ self-accounting ’’, whatever the Prime Minister meant that to mean. 
An “expert ’’ committee is considering this question of financial decen- 
tralization; Mr Macmillan, however, wants the larger question of decen- 
tralization worked out, along lines that the Government has already vaguely 
in mind, by a small committee of top rank industrialists. Names that 
have been mentioned include Lord Heyworth (who decentralized gas), 
Sir Alexander Fleck (who recentralized coal), and Lord Chandos (who was 
once wistfully thought of by some Conservatives as a possible chairman to 
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revitalize the Transport Commission, but preferred to lend his weight to 
the Institute of Directors and run AEI]—where he has recently turned the 
formerly independent subsidiaries into operating divisions). 

No more competent administrators of large-scale business exist perhaps 
anywhere, and certainly the conclusions they arrive at after the brisk 
examination over a few months that the Government wants to allow them 
cannot but be valuable in reappraisal of the far from well-organized Com- 
mission (will investigators of this calibre, however, be content merely to 
work out the sums to suit the Government’s answers ?). But one cannot 
escape the feeling that this ‘‘ planning board ” and the problem it is to be 
set has comparatively little to do with the case that is really before the 
Government—which should be one concerned mainly with financial control 


and public relations. 


Rail Subsidies So Far 


Since 1956 the Transport Commission, having been relieved of its 
duty to make ends meet taking one year with another, has been receiving 
an open-ended subsidy veiled only by a hopeful promise to pay it all back 
when it can; the Government has been in practice the Commission’s equity 
shareholder. The fact that the state in 1947 acquired the assets now 
vested in the Commission in exchange for a promise to pay their former 
owners about 3 per cent on stock with a value of £1,200 millions—roughly 
£40 millions a year—has not in practice constricted the current operations 
of the Commission, nor its power to invest, so far, £1,000 millions of fresh 
capital in its enterprises, £900 millions of this in the railways. Inflation 
has steadily reduced the real weight of this fixed interest charge; never- 
theless, in nine years out of twelve the Commission has not earned enough 
profit to pay even this alone. The burden of its own investments since 
nationalization, in interest charges, now amounts to another £30 millions a 
year apart from depreciation*. It has assumed the total of the deficits by 
which it fails each year to meet the total of interest charges as a further 
burden bearing interest and ultimately to be repaid (this form of nationaliza- 
tion, moreover, calls for the eventual redemption of all stock and advances). 
Since 1956, on the railways, the Commission has moreover suffered current 
losses before providing for any interest at all. It is still, however, engaged 
in investing roughly £180 millions a year in the replacement and moderniza- 
tion of its system—aimed at making this smaller but markedly more efficient. 

Some chance of cutting these current losses, and of reviewing this rate of 
investment, make up the financial part of what the Government needs; 
some method of making the Commission’s financial plight look less deplor- 
able to the public, and less dispiriting to the railwaymen, constitutes the 
advisable, if not essential, exercise in public relations. The first, for a 
start, might be approached by asking the Commission what current savings 
it thinks it could make if it were freed of all its public obligations except 
those of safety. It probably never could be wholly so freed; but if some 





* The railways do not charge depreciation on ali their assets since the renewal of a large 
proportion of their assets is financed out of current account. 
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quasi-realistic valuation of the obligations that the Government felt should 
be retained could be made, it could form the basis for a current ‘‘ contri- 
bution ” on the lines of those the Commission has recently been allowed 
in its accounting for maintaining certain bridges. A good deal more 
freedom to alter fares as well as charges, cut services, and close down lines 
could certainly be allowed it, and this certainly ought to reduce at any 
rate current deficits. The estimates of savings, those achieved, and the 
acceptability of further freedom to reduce service could be examined every 
year. As to capital expenditure, one simple if crude exercise might be for 
the Government to offer the railways various estimates of future traffic 
and travel revised quite sharply downward, in substitution for their own, 
and direct them to submit such plans of investment as they felt could be 
justified upon these different sets of more pessimistic assumptions: to 
choose the set it felt it could recommend to Parliament, and to direct the 
railways to proceed on those revised assumptions. Open discussion and 
direction, on the record, should be the pattern here; only this could make 
such Government interference acceptable to any self-respecting railway 
manager, making his own sphere of responsibility clear. — 


Public Relations for Transition ? 


An exercise in public relations may be needed to mask the fact that 
fully self-accounting railways offering transport for hire cannot nowadays 
compete successfully against the minor competition of commercial road 
transport firms and the major competition of firms and people providing 
their own transport, often without much accounting at all. This could take 
various forms, if the public and the railwaymen find the fact of transition 
too depressing to admit. ‘There is the endlessly intricate exercise of “‘ track 
cost’, with the Government taking over the interest charges and upkeep 
of the track, and charging the railways a rent; there could be reconstructions 
writing off various tranches of capital obligations; there might indeed fairly 
logically be the writing off of money that the Commission has lost year by 
year, instead of adding it up into another snowball of obligations that 
everyone knows the railways can neither service nor repay. Most of the 
formulae are convenient fictions. None, at any rate, should be employed 
in any attempt to arrest structural change in Britain’s transport system; 
nor, on the other hand, should there be too facile an acceptance of any 
false inevitability regarding the imminent disappearance of any major 
element in that transport system. 

Surplus capacity is an inevitable concomitant of any protracted structural 
change in a developed economy; and surplus capacity in transport, during 
a period of change in which the social costs and individual advantages are 
as yet so difficult to identify and balance, may not be a bad thing for an 
economy. ‘The currently ruling trend in our transport pattern has not yet 
conclusively proved that we must look forward to a future in which everyone 
will automatically provide his own transport and society will be tailored to 
suit this. It was perhaps wise, a century ago, that Britain did not accept 
the logic of the trend ruling then and plough up all our roads. 
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Testing Britain’s 
Tax Laws 


By A SPECIAL CORRESPONDENT 


HE two months preceding this year’s budget have contained 

three notable tax cases that demonstrate only too clearly the 

archaicisms and ambiguities of our present tax laws. Inland 

Revenue Commissioners v Hinchy reached the House of Lords, and 
Mitchell and Others v Hurtenstein and Others the Court of Appeal, while 
Wilkins v Rogerson was heard in the High Court. The tax questions 
involved were quite different in each case, but they have in common the 
fact that each may eventually produce a change in the statutory law. 

The Hinchy case has become well known in its progress through the 
Courts. The facts were simple enough. The taxpayer, a retired Customs 
and Excise officer, had declared the amount of interest received by him on 
a Post Office Savings Bank account as £18 6s Od, whereas the actual 
amount received was £51 5s 9d. Section 25 (3) of the Income Tax Act, 
1952, provides that the penalty incurred by a person who fails to make a 
correct return shall be “‘ £20 and treble the tax which he ought to be 
charged under this Act”. ‘The question before the Court was whether 
this meant £20 plus three times the tax on £32 19s 9d, or as the Crown 
submitted—and its view had not been challenged in the century and a half 
since such words were first used in an Income Tax Act—£20 plus three 
times the whole tax payable in the year of assessment. 

In the High Court, Diplock, J, had held on these facts that the proper 
time for ascertaining “‘ the tax which he ought to be charged’? was when 
the proceedings were brought, and as at that time Mr Hinchy had been 
charged with all the tax for which he was liable, including that on the full 
amount of deposit interest, only the fixed sum of £20 was payable. The 
Court of Appeal would not go as far as this. It held that the correct time 
was when the false return was received by the commissioners, and that £20 
plus three times the tax on the undeclared interest was payable. But the 
Crown had, of course, contended throughout that three times the whole 
tax for the year was what the Act meant, and when it appealed to the 
House of Lords it won its point. The High Court decision made Mr 
Hinchy liable to a penalty of £20, the Court of Appeal’s decision increased 
it to £62 15s Od, and the House of Lords put it up to £438 14s 6d. 
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Now both Diplock, J, and the Court of Appeal based their findings on 
what seemed to them the impossibility that so potentially savage a penalty 
could be intended by Parliament: if any other interpretation of the words 
could be reasonably applied, that must be what Parliament meant. The 
House of Lords was in complete agreement that the penalty was savage; 
indeed, Lord Reid set out graphically just how penal it might be, and 
pointed out, too, that other information for which the Inland Revenue 
may call is covered—including, for example, lists of lodgers or employees, 
and even particulars of income not the taxpayer’s own. Lord Reid referred 
also to the “‘ incongruity . . . that the penalty in sections dealing expressly 
with fraud is less than the penalty under Section 25 (if the Crown’s con- 
struction of Section 25 is right) for errors which may be due only to mistake ”’. 
(Fraud was not in question in the Hinchy case.) But the House was unani- 
mous in finding that the words of the section were clear and unambiguous. 

So the Inland Revenue won its case, albeit (in the overall picture) only 
by a majority of five judges to four; and the House of Lords could not 
find any satisfaction in the decision it arrived at. Lord Radcliffe pointed 
out that most of the penalty clauses originated in the Tax Acts of the first 
years of the nineteenth century, when it was still “‘ rational”’ to “ hit out 
blindly and heavily at anyone who was caught’’. He found it surprising 
_that nothing had been done “to review the whole unsatisfactory set of 
penalty sections and remodel them in the light of conceptions appropriate 
to the present day’’. He went on: “‘ Such a review was called for both 
in the Report of the Income Tax Codification Committee and in the Final 
Report of the most recent Royal Commission on Income Tax and the 
recommendation has no doubt reached the destination usually reserved for 
advice invited by Governments from such committees ”’. 

The Inland Revenue authorities have been at pains to explain that while 
they insist on their right to demand the full penalty they do not in fact 
exercise it—and, of course, it is only the discretion with which they have 
tempered the full rigour of the law that has left it unchallenged for so long. 
But it is clearly unsatisfactory that an under-declaration even much smaller 
than Mr Hinchy’s could result in a penalty very much larger than his. 


Second-hand Suits 


The Crown defeated Mr Hinchy; Wilkins v Rogerson, on the other hand, 
went against the Crown. But although the logic of the decision was 
impeccable—and although every defeat of the Inland Revenue is naturally 
hailed as a public triumph—the result cannot properly be regarded with 
satisfaction. The point at issue was singularly uncomplicated. The 
employers of the taxpayer in the case, Anglo-Oriental and General Invest- 
ment Trust Ltd, made arrangements with Montague Burton Ltd by which 
certain of their employees could acquire clothing of their choice to the 
value of £15, the bill being sent to the company. Mr Rogerson took 
advantage of this arrangement and had a suit costing {14 15s Od. The 
tax inspector sought to increase his Schedule E assessment by £14. But 
the Special Commissioners, and—when the Crown appealed—Danck- 
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werts, J, held that the taxpayer had received in kind not £14, because he 
could not have obtained £14 for the suit, but £5, the price he could have 
obtained had he sold the suit second-hand. The Judge recognized that the 
result must have been different if the taxpayer had paid the bill and had 
been reimbursed by his employer, so that there was a different result 
according to the way in which the transaction was carried out. But, he 
added, ‘“‘ according to experience in tax matters nothing is more common 


than to find such a situation ”’. 


Expenses—Schedule D or E ? 


Mitchell v Hirtenstein was not so simple a case, and the irrationalities of 
the law of income tax were a recurrent theme in its hearing before the 
Court of Appeal. It was an appeal by five specialists who held part-time 
hospital appointments in the National Health Service, and it turned on the 
different treatment of expenses under Schedules D and E. Schedule D 
covers self-employed persons, Schedule E the holders of “‘ offices’; the 
former is more generous than the latter in the computation of allowable 
expenses. ‘The difference lies in the fact that under Schedule E allowance 
is made only for expenses the taxpayer is “necessarily obliged to incur”, 
while under Schedule D they may be any that are “ wholly or exclusively 
laid out or expended ” for the purposes of the occupation. 

The contention of the specialists was that all their expenses could be 
claimed under Schedule D. The Crown argued that their incomes from 
their hospital appointments were taxable under Schedule E, that a part of 
their expenses must be judged by the Schedule E test, and that any other 
interpretation would be “ revolutionary’. ‘The Court of Appeal held that 
although earnings from their National Health appointments must be taxed 
under Schedule E, the whole of the expenses incurred for the purposes of 
the profession were deductible under Schedule D. The Crown asked for 
leave to appeal and the Master of the Rolls said that leave would be given 
‘“‘ with the greatest possible reluctance ”’. 

All these three cases were test cases. Counsel for the specialists in the 
Mitchell case said that the question there affected some 4,700 medical 
specialists; the Hinchy decision can obviously touch everyone who, fraudu- 
lently or innocently, makes an incorrect return; and the case of the second- 
hand suit has obviously far-reaching implications for all employers seeking 
ways of reducing the tax liabilities of their staff. In the nature of things 
it is to be expected that the Wilkins v Rogerson decision will receive the 
promptest attention by the Inland Revenue, either by appeal or by legislation. 

But piecemeal amendment of the law of income tax, each new loophole 
being closed by ad-hoc provisions, has been a notable contributory cause 
of the chaos in which that law now finds itself. No one can find any satis- 
faction in a state of affairs in which the judiciary, whether it is finding for 
the Crown or against it, is so regularly caustic about the law it has to 
administer. It is not long since Lord Denning remarked in another case 
that the touchstone of common sense “‘is perhaps rather a rash test to take 
in a revenue matter’. Lord Radcliffe’s view of the penalty provisions has 
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been quoted already. And in the hearing of the Mitchell case there was 
a running fire of comment from the Court of Appeal. The Master of the 
Rolls remarked at one point: “‘ It all makes the whole business a game 
without rhyme or reason ’’. A little later, referring to the fact that among 
the specified expenses under Schedule E are those “‘ of keeping and main- 
taining a horse to enable him to perform [his duties]’’, he said: “‘It is one 
of those things which give this tax an unreality which shocks me. There 
is no sense in it at all”. It would be optimistic to think that the multi- 
plication of such comments has brought much nearer the radical 
simplification that nearly everyone concerned with taxation has wanted 
for so long. These three cases, discussed together here because of their 
coincidence in time, are but examples of the senseless convolutions in 
which this branch of the law is now entangled. In the Hinchy case, 
indeed, the Court of Appeal considered that the Revenue’s actual claim 
was inconsistent with its own interpretation of the section. Lord Rad- 
cliffe explained that this was not so; but it is significant that the judges 
themselves cannot always follow the reasoning of the Revenue authorities. 
Certainly very few laymen can get anywhere near doing so. The efforts 
made over more than a hundred years to tailor the incidence of taxation 
fairly to individual circumstances have long since become self-defeating. 
It is surely time for some eminent jurist to do for taxation what Lord 
Birkenhead did in 1925 for the law of property. 


—— 
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The Plight of Gilt-Edged 


ITHIN a few days of the appearance of this issue of The 
Banker Mr Heathcoat Amory is due to launch his third 
budget. I am naturally not going to venture any prophecies 
which might be proved wrong almost before the ink in which 
they were printed was dry. I will merely repeat the hope, which I have 
more than once expressed here before, that however “‘ stiff’? Mr Amory 
deems it his duty to be—even if he goes so far as to clap on the extra £200 
millions of taxation that some observers have said the situation demands— 
he will not withhold that extra little fillip to saving that would be given by 
the scaling down of the stamp duties on the transfer of property, especially the 
2 per cent duty on registered stocks and shares. As a tax on saving I cannot 
see that these duties have any place in the fiscal policy of an age that has 
as one of its distinguishing characteristics a chronic famine of capital. 
There are, however, one or two things which I should still like to say 
about last year’s budget and the way it has worked out. Firstly, I am going 
to risk annoying my readers with a claim of “‘I told you so”. In com- 
menting on the 1959 budget in The Banker of last May I expressed the strong 
fear that Mr Amory had been over-lavish in handing out extra purchasing 
power and suggested that he ought to have restricted his tax cuts to £200 
millions instead of giving away nearly twice as much. Only a few people 
shared that view and among those few were not, to the best of my recollec- 
tion, either of the professional economic bodies which periodically make 
available their assessment of the country’s situation to the public. One of 
those bodies, the London and Cambridge Economic Service, in its latest 
‘ bulletin’ now takes the view that restraints are needed and appears to 
admit that the last budget overdid the reflation. In its editorial article it 
applauds the raising of the Bank rate to 5 per cent in January (which does’ 
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not prevent Mr R. F. G. Alford and Mr H. B. Rose arguing in a later 
atticle that the Bank rate was quite the wrong instrument to use) and it 
argues that at the very least the budget must be used “ to make any necessary 
detailed corrections in the tax structure’ rather than “‘ purposive changes 
in the immediate flow of total demand ’”’. Editorially, the bulletin is inclined 
to praise the Bank rate action and, by inference, any reasonably restrictive 
action Mr Heathcoat Amory may announce in the budget speech, on the 
ground that it would be refreshing to find that the authorities can be 
“‘ quick off the mark”. But here it has a remark that I find baffling. It 
is that the post-war years have been studded with examples of Government 
intervention in both directions (my italics) that was too little or too late. 
There have, beyond question, been a number of occasions when action in 
the deflationary direction has been both too little and too late. But when 
has it been either too little or too late in the reflationary direction? In the 
fifteen years since the war there have been only two short breaks in which 
retail prices have been held stable and none in which they have fallen. 


Bigger Surplus—Weakness or Strength ? 


There is a second point in connection with last year’s budget that seems 
‘to me worth ventilating, since it has given rise to a good deal of misunder- 
standing. In that budget the Chancellor planned for an overall deficit, to 
be covered by borrowing, of £720 millions. ‘The full results of the 1959-60 
financial year are not available, as I write, but it is quite evident that the 
actual overall deficit will not be anywhere near that figure. The best guess 
at the moment is that it will be only about half the estimated figure. In 
that case, on balance, some £350 millions less additional purchasing power 
than was planned will have been released into the economy via the Ex- 
chequer—largely because part of the sums pumped out by the budget 
reliefs have returned by way of an increased yield from taxation as a whole. 
How does this shortfall in the overall deficit square, it has been asked, 
with the astounding, now almost embarrassing, upsurge of industry? 
Certainly the upsurge of industry, the expansion of output, the increase in 
consumer purchases are facts that cannot be gainsaid. The monetary 
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demand to make the facts. possible has been there. It has been created, 
even though not as much of it as was expected has been created through 
the mechanism of the overall budget deficit. ‘The London and Cambridge 
bulletin suggests that to the extent to which the ordinary above-the-line 
budget surplus is larger than was expected, the true conclusion should be 
that “‘ this is a sign of weakness rather than strength in so far as it is the 
counterpart in the public sector of untoward rises in money incomes in the 
private sector ”’.- I am not sure that I understand where these “ untoward ”’ 
rises are supposed to have come from. After all, the increase in basic wage 
rates in 1959 was relatively speaking very moderate, and the rise in earnings 
—and indeed profits—though rather greater can surely not be regarded as 
‘untoward ”—not, that is, unless the scale of the 1959 tax reductions is. 
admitted itself to have been untoward. Co 
No, to my mind the only really unexpected element about the working- 
out of the 1959 budget has been the remarkable and unforeseen expansion 
of bank advances. Industry obtained a vast amount of credit from the 
banks, which the banks were able to extend only because the monetary 
authorities were willing to relieve them of large quantities of their gilt-edged 
security holdings. ‘The actual extent of these purchases by the authorities 
(or, rather, the net amount of their purchases as a result of their stock 
operations as a whole, assuming that what they bought from the banks 
has not been offset by sales to others) will, unfortunately, not be known 
until the second half of this year—if the time-lag in publishing the new 
quarterly official statement of Exchequer financing remains at seven months 
after the end of the period to which it refers. This is a matter that was 
unexpectedly spotlighted by the now notorious jolt to the gilt-edged market 
at the end of February, when prices suddenly dropped by up to one full 
point on the discovery that the Government broker had cut his “ support ”’ 
price. It then became clear that the “‘ authorities ’’ had been “‘ absorbing ’’ 
bank sales at prices which, though somewhat below the market level, must 
have been above, and very likely substantially above, those which the banks 
could have obtained in a free market. How long this had been going on, 
how long the authorities had been ‘“‘ monetizing ”’ gilt-edged securities with 
the object of enabling the banks to continue increasing their credits to 
industry—and also to hire-purchase finance houses, stockbrokers and other 
financial concerns—there is as yet no sure means of knowing.* It is 
evident that the extent of the increase in bank advances was quite unfore- 
seen when the budget with its £720 millions prospective overall deficit was 
framed last April. It is a salutary reminder of how far official financial 
calculations can go awry. 32.9 


* In the first half of 1959, as was shown in The Banker last month (table on page 132), 
three-quarters of the run-down in the banks’ gilt-edged holdings (whether through redemp- 
tions or sales) was absorbed by other private investors. ‘The banks’ holdings went down 
by £287 millions, other private holdings went up by £210 millions. ‘The “‘ departments ”’ 
bought or redeemed, on balance, £60 millions in the first quarter (when nominal maturities 
totalled £354 millions) and £17 millions in the second quarter. It cannot be taken for 
granted, therefore, that “‘ monetization ”’ has been either so considerable or so automatic 
as Sir Oscar’s wording might seem to suggest. Nor should it be overlooked that it was only 
the ending of the cushioning tactics that brought them clearly to light.—EpDIToR. 
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But it certainly seems pertinent to wonder whether, with bank advances 
rising with such persistence and speed as to evoke comment from the 
Governor himself, the market support policy has been altogether wise. 
The Bank may have been concerned to prevent a renewal of the demoralized 
state of the gilt-edged market that worried it in 1957. Nevertheless, it is 
not very easy to see why it should gratuitously have relieved the banks of 
the penalties they would otherwise have had to pay as the price of pressing 
gilts on an unwilling market in order to expand their advances. 


National Prestige—A Plain Distinction 


As it is, one can hardly avoid the word demoralized in speaking of the 
gilt-edged market. Prices of the very long and undated stocks have, if 
one excepts the days of the 7 per cent Bank rate crisis of September, 
1957, never been lower. The Times has opened its columns to letters of 
complaint, in one of which Sir Noel Bowater asked the crucial question: 
‘‘ Is there no national prestige or credit-worthiness of Government involved 
in the substantial fall in value of gilt-edged securities ?’’ And as I was 
writing this my eye lighted on the headline of the financial page of The 
Sunday Times, which ran, “ Gilt-edged Plight Calls for Action ”’. 

Well, I think I know the answer to Sir Noel Bowater’s question. It is 
that where a fall in Government securities is caused by a rise in general 
rates of interest no question of national prestige or credit is involved. ‘The 
Ratcliffe Committee made this point strongly. But where a fall in security 
values is due to a fall in the purchasing power of the money in which the 
securities are expressed, then emphatically the “‘ credit ’’ and “‘ prestige ”’ of 
the Government responsible are involved. The distinction is plain. In 
the one case the market values of the securities may fall but the purchasing 
power of the interest on them will remain unchanged; in the other case not 
only will the market value of the investment fall but there will be a fall in 
its real value on top of that, and while the money value of the interest will 
be unaffected, its real value will also be reduced. 

Every Government of this country since the war shares the blame for 
the fall in the value of Government stocks and the interest on them that 
is due to inflation. Every Government—and every Parliament—is guilty of 
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bilking its creditors by practices which, if a private individual had indulged 
in them, would have landed him in gaol. Every Government, if Govern- 
ments had any conscience in such matters, would bow its head in 
shame at the loss of prestige and credit-worthiness it had inflicted on the 
nation. 

The present is a period in which interest rates would have been standing 
high even if the pound sterling had not dropped a pennyworth of purchasing 
power. But undoubtedly they are higher than they would have been but 
for the fears of future inflation which the past record of our Governments 
is now stirring in every investor’s breast. A curious measure of these 
fears has lately come to light. In the past year, while Government securities 
have on the average fallen 4 per cent in market value, other fixed interest 
securities have fallen less than 1 per cent. The investing public has 
apparently been discriminating in favour of industrial debenture and 
preference stocks and against British Government stocks. The distinction 
is nonsensical but the fact that it is being made is certainly significant. 

As for the call for “‘ action ”’ to relieve the “ plight ” of gilt-edged stocks, 
it seems to me that everything depends on what action you mean. I see 
very little merit in the specific suggestion that the undated Government 
loans—War Loan, 2} per cent and 4 per cent Consols, and the minor ones 
—should be “ given a date ’’, i.e. made redeemable at some named though 
distant date. Supposing War Loan were made definitely redeemable in 
2010, the market price might indeed rise a few points. But if inflation is 
to continue for the next fifty years at the rate at which it has proceeded in 
the last fifteen, the ‘‘ date’ will prove to be of very little value to the 
young man who buys War Loan to-day in the confidence that it will yield 
him a nice lump sum when he gets to seventy. 


No Control on Spending 


No, the only action that the plight of Government stocks calls for is an 
ending of the continuing failure of the Government, despite its constant 
protestations, to preserve the value of the currency. It is the public’s 
fear, begotten of the Guillebaud Report, the 1960-61 expenditure estimates 
and some of the recent higher-wages-cum-shorter-hours agreements, that 
this failure is destined to continue that is responsible for the aggravated 
plight of the gilt-edged market. 

For myself, while I clutch at the straw of possible reassurance from the 
budget speech, I find it difficult to reject these fears. ‘Two aspects of the 
situation plague me particularly. The first is that there seems now to be 
less overall control of public expenditure than ever. I am not referring 
particularly to the departmental estimates with their £341 millions, or 7 per 
cent, increase. It is rather the capital and other commitments, springing 
from all quarters of Whitehall, that seem so frightening. The President of 
of the Board of Trade can promise £30 millions worth of assistance to the 
cotton industry which a few months later appears to be totally unnecessary. 
The Minister of Fuel and Power can offer £120 millions of loans to the 
steel industry, and I do not know which precise Minister can offer £30 
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millions to the motor industry, in return for these industries consenting to 
build new plants in places where they do not, or ought not to, want to build 
them. The Ministers of Transport and Labour can, without any authoriza- 
tion from Parliament, saddle the taxpayer with the liability for railway wage 
increases, including backdated payments running to £40 to £50 millions. 
And there are dozens of smaller amounts of capital expenditure being 
announced by ministries. A white paper just issued discloses that an 
estimated amount of £138 millions of Government assistance (£28 millions. 
increase on 1958-59) has been given in 1959-60 for overseas development. 
One just has not got the feeling that there is any effective central control 
over all these vast spendings. No doubt when a real emergency arises, a 
pruning operation can be set going, as was done in 1957-58, but this is 
necessarily a wasteful and inefficient process and certainly no substitute for 
careful co-ordination from the outset. 


No Magic Formula for Wages 


The other serious matter is the new turn given to the wage problem by 
the Guillebaud Report. This promises to be a more potent engine of 
inflation even than the Courts of Inquiry. Both procedures must lead to 
a continual raising of wage rates that are held to be substandard in relation 
to those applying to similar occupations. There can never be any reduction 
of rates which are super-standard. I make no complaint about the Guille- 
baud findings. ‘There is nothing wrong in comparing one job with another 
with a view to forming an opinion whether the one or the other is “‘ better 
paid”’. Certainly these comparisons will continue to be made and will be 
increasingly used as arguments in wage negotiations. But they assuredly 
provide no magic formula for the fixing of wage rates. ‘They ignore all 
considerations of demand and supply—and in the end demand and supply 
must have the last word in determining wages. ‘They largely ignore the 
considerations arising out of the fact that employment on the railways is 
country-wide with different conditions as to both demand and supply of 
labour prevailing in different localities. In many urban areas, where over- 
full employment prevails, the railways are faced with an acute shortage of 
eligible labour; in many country districts there is an ample supply. To 
such a state of affairs the system of percentage increments fixed according 
to grades and independent of the geographic location of employment its. 
quite inapplicable. 

For this and other reasons, the odds on further serious trouble between 
the railway unions and the Transport Commission are still heavy. The 
danegeld instalment of February last may well have been paid in vain. 
We may get the strike after all, especially if locomotive men persist in their 
arrogant claim to have the Guillebaud percentages backdated to August, 1958. 

Meanwhile, we seem to be getting to a situation in which the only way 
to halt wage inflation is to let it build up to a point of acute financial crisis, 
which can only be cured at the cost of an unnecessary blood-letting operation 
in the shape of a severe credit squeeze designed to produce a sharp, if 
temporary, recession in industrial production—and employment. 
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MONETARY POLICY 
IN ACTION 


THE RADCLIFFE EVIDENCE 


ARDILY though it has followed upon the Report, the record of 

evidence put before the Radcliffe Committee now comes pro- 

pitiously, and deserves a warm welcome. This new material 

proves to be valuable not only in itself and for the light it throws 
upon the thinking of the Committee but also for its relevance to current 
events and possibilities. At this moment when everyone is wondering how 
the monetary authorities are likely to behave in face of the threatened new 
drift towards inflation, no serious observer ought to overlook this oppor- 
tunity te get an insight into the official mind. For what is offered is a 
penetrating insight that carries important implications for the future, even 
though it mostly relates to events of two or more years ago. 

What degree of risk is there that the advances “ directive’ might be 
revived ? How readily would the Bank of England resort to the new 
‘‘ special deposits”? weapon ? What weight should be given to suggestions 
that the authorities, in their recent salutary shift of tactics in the gilt-edged 
market, were already beginning to “‘ do a Radcliffe” with medium or long 
rates? How do these tactics, and these suggestions, square with the long- 
established practice of the Government broker ? On all these and numerous 
other questions of current and continuing interest there is light—important 
light—to be found in this evidence. 

It cannot be found, however, without some effort. We have here four 
volumes, extending to more than 1,750 large pages in double-column and 
small type, comprising the principal written material and virtually the 
whole of the oral evidence submitted to the Committee.* Three volumes, 
each of between 200 and 300 pages, present the formal memoranda, and 
one volume of nearly 1,000 pages contains the minutes of the examination 
of witnesses. The Treasury furnished fourteen formal papers, and the 
Bank of England sixteen, on various aspects of monetary policy, history 
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* Committee on the Working of the Monetary System:: Minutes of Evidence, price £7; 
Memoranda: Vol I (Official and Overseas Central Banks), price £2 10s; Vol II (Associations 
and public bodies and directors of large companies), price £2; Vol III (National Institute 
of Econ and Social Research, on Statistics, and individuals), £2; HM Stationery Office. 
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and technique, debt management, national savings and financial institutions 
—plus statistical appendices notably showing quarterly analyses of Ex- 
chequer financing from April, 1951, to end-1958. Memoranda came also 
from a number of other Governmental agencies; from governors of central 
banks in the Commonwealth, the president of the Netherlands Bank, and Mr 
Winfield Riefler of the Federal Reserve Board; from the representative 
organizations of the commercial banks and other financial institutions, 
from trade and industrial associations and public bodies; and from a number 
of private individuals, including professional economists. 

New statistical data relating to the private sector, in addition to those 
foreshadowed in the Report, notably include quarterly figures for clearing 
banks’ advances for house-purchase (see page 200); detailed monthly aggre- 
gated figures for Scottish and Northern Irish banks, and quarterly for 
discount houses, since 1951; yearly or half-yearly aggregated figures for 
accepting houses, and overseas and foreign banks in London. 

Formal material of this sort flanks and supports the fascinating and even 
exciting record of oral evidence. Here we have former Chancellors of the 
Exchequer, the Governor of the Bank of England and his Deputy, top 
officials of the Treasury and the Board of Trade put each in his turn under 
the spotlight and subjected to rigorous questioning. One has only to 
read a fraction of this evidence to realize that an exercise such as this— 
arduous though it inevitably is and embarrassing and even shattering 
though it may be at some points—is abundantly worthwhile for its own 
sake from time to time, as an aid to clear thinking and a sifting out of out- 
moded ideas and habits. After the several representatives of the “ authori- 
ties ’’ whose policies were thus taken apart for scrutiny came a great pro- 
cession of witnesses who were examined for the light they could throw on 
the working of these policies and on possible alternative lines of approach. 
Representatives of the major banking organizations—including chairmen of 
two of the big five banks—of the discount market and other City houses 
and financial institutions of all kinds faced no less searching an enquiry into 
their practices. Leading overseas bankers described how comparable prob- 
lems are tackled in their own countries. Spokesmen of great industrial 
enterprises, nationalized industries and local bodies explained how their 
spending policies are determined, and what influence they think monetary 
measures may or may not have upon their behaviour. 

Some exploration of this heterogeneous mass of material is needed for 
any fair appraisal of the Radcliffe Report itself; it is already clear that 
explanations will be found here, in part at least, of the more unexpected 
and controversial of the Committee’s attitudes. But this is not the line 
of investigation, valuable and constructive though it promises to be, that 
most people will wish to see first. Of more immediate and practical concern 
is what is disclosed about the attitudes of the authorities themselves towards 
monetary policy and monetary weapons—and, in particular, in view of the 
events of recent weeks, towards the gilt-edged market. ‘The extracts given 
below, in this first selection, have been chosen for the light they throw on 
these subjects—supplemented by the longer extract from the evidence of 
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the Government broker, who gave an invaluable account, of great topical 
interest, of practice in conducting “‘ departmental ”’ operations. 

This is not the moment to try to reach conclusions on official policy, as 
now disclosed: time is needed to assimilate this new material and set it in 
perspective. For that reason we have thought it preferable at this stage to 
select passages that seem to be fairly indicative, and let them speak for 
themselves, rather than to attempt any summary of the vastly greater mass 
from which they are taken—for the official evidence alone is very large. 


From Half-heartedness to Boldness 


The broad pattern that emerges should, however, be lightly sketched in. 
The practitioners in monetary policy during this decade since it was 
“activated ”’ again have riot been imbued with any burning enthusiasm 
for it. The Treasury and the Bank of England have both recognized that 
monetary policy must not be permitted to work against the aims of wider 
economic policy (as it sometimes did, if inadvertently, before 1951), and 
both may have come to think it essential, and not merely advantageous, 
for it to be shaped in support of other policies; but neither seems to have 
regarded it as a primary instrument. A Chancellor of the Exchequer 
may on at least one occasion have put too much trust in the monetary 
measures actually employed—as Mr Butler apparently did in 1955 when 
he thought an expansionary budget could safely be superimposed on a 
policy of dearer money—but the Bank of England seems on the whole to 
have played down the potentialities throughout, at least until the bold 
stroke of September, 1957. 

The impression given is that the new circumstances within which monetary 
policy was called upon to work were felt to be overwhelmingly, even im- 
possibly, difficult. "There was always a huge mass of Governmental require- 
ments to be financed, and an ever recurrent tide of debt maturities that 
repeatedly swept away the benefits of laborious achievements in current 
financing. And then, at times, Governmental policies pulled in precisely 
the opposite direction. In such conditions, the Governor held, Bank 
rate action, in particular, could be of value only when accompanied by 
action in other fields. ‘To raise it otherwise would be merely “ spitting 
into the wind ’’—and liable to do more harm than good. 

In some respects, indeed, the Committee itself shows a greater faith 
than the authorities—because of its emphasis upon the rdéle of the interest 
rate, and mainly the long rate, rather than upon money supply. The 
authorities slowly learned after 1951 that control of credit depended on 
the liquidity ratio, that the cash ratio was significant only for control of 
short money rates, and that liquidity control rested on a policy of “ funding ”’ 
—denying to the banks securities that ranked technically as liquid. But 
since this proposition was driven home in 1955 and 1956 policy is shown 
to have become too narrowly obsessed with it. If conditions were not 
propitious in the gilt-edged market, and if new maturities always lay ahead, 
how could the authorities fund, and keep liquidity and money supply taut ? 
That was the dilemma as seen by the Bank. But why, asks the Com- 
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mittee, over and over again, why not force up gilt-edged yields by a sharp 
action until securities looked attractive ? If money policy works by limiting 
investment, is not this rise in the long rate precisely what is needed? 
To both Treasury and Bank, however, the objective was funding, and 
not the movement of the rate of interest. In any case, to intervene in the 
market to force up the rate would be “ unethical ”’, demoralizing, and in 
the end impracticable, and the Bank would have no part in it. 

Thus the Bank found its funding policy always liable to defeat by 
influences that it felt to be beyond its control; tried normally to limit its 
gilt-edged operations to the objective of “smoothing” as distinct from 
resisting a trend, and thus left itself with no instrument but Bank rate for 
the purpose of bringing about, indirectly, changes in longer rates; and 
would not normally use even Bank rate by itself. Yet it objected both to 
advances “ directives ’’, inevitable though it saw them to be, and to any of 
the possible direct controls over bank liquidity. It was a Treasury witness 
who confessed to the resultant bewilderment: 

. . . So the position, at this moment when we come before you, is really 

that we have not made up our minds how far we ought to go in relying upon 

the monetary measures pure and simple. 
But that was before the drastic act of September, 1957, when the Bank 
rate was for the first time given an “‘ ambitious objective ”’, and when the 
halting of price instability was elevated at last to prime place among the 
competing aims of policy. ‘The considerable success of that bold stroke, 
the shift to slightly more positive tactics in the gilt-edged market there- 
after, and even the Radcliffe Committee’s emphasis on the interest rate, 
should have given the authorities cause for greater belief in their powers 
than they could find when they first tried to explain themselves to this 


Committee. 


The Governor on Bank Rate 


I should find it difficult to feel that we really hoped in any of these 
Bank rate moves really to reverse the situation. 


2026. Mr Cobbold: Throughout this period [1951-57] we have been pur- 
suing in greater or less degree a tight money policy, so far as it was open to 
us to do so. As I have frequently said, it has been extremely difficult for 
us to do so because of the additions to the money supply from Governmental 
and near-Governmental sources. Throughout most of the period we have 
been, to use a phrase Mr Martin used first, leaning against the wind, both 
in day-to-day operations and in the occasional Bank rate moves. In each 
of the Bank rate moves, with the possible exception of the 4 per cent at 
the beginning of 1952 and the move to 7 per cent in September, 1957, we 
were leaning against the wind in conjunction with other Governmental 
measures . . ., either in the domestic or foreign exchange fields, or both. 

I think, if I examine my conscience, I should find it difficult to feel that 
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we really hoped in any of these Bank rate moves really to reverse the 
situation. We have felt throughout this period that we could not reverse 
the situation by Bank rate or monetary measures in the private sector 
unless they were in line with and only used in support of action on a wider 
field, more particularly on overall Government expenditure. We have felt 
that it would be not only useless but a mistake to try to overload or over- 
burden the monetary weapon by pushing, for example, to 7 per cent instead 
of 5 per cent. We did not feel that the additional rise in the Bank rate at 
that stage would have any useful effect in reversing boom conditions in the 
absence of stronger measures all round, and in the absence of a general 
reversal of the public view about what official policy would be on expansion, 
employment, boom and other general questions. We have therefore always 
been anxious not to attempt to play the monetary hand (by monetary I 
mean in this sense the private sector credit) and the Bank rate hand to such 
an extent that it would prove a failure. If we pushed it too far we should 
obviously be using it in a rather extreme way. We have felt that if we 
were to keep the utility of Bank rate and that section of monetary measures, 
we must be as reasonably sure as we could be that each time we used them 
they at least had some effect and were acting as a fairly definite brake against 
pressures. All the time we have been operating tight monetary policy in 
that sector. We have always tried to avoid reversing that policy, but we 
have been moved by that consideration much less at some times than at 
other times. We should certainly, for example, have thought it absurd to 
have increased Bank rate materially over a period when official encourage- 
ment was being given to investment. 
‘¢ Spitting into the Wind ”’ 

2027. Any action on Bank rate has normally been accompanied by action 
in other directions, and you would wish it to be accompanied by supple- 
mentary action, which might in fact be more powerful ?—We have always 
thought that, if it were not so accompanied, if it were, so to speak, spitting 
into the wind, it would very likely do more damage than good. There 
have been times when we have been afraid that an increase of Bank rate 
by itself would frighten people abroad rather than anything else. There 
have been many times when we have felt that an increase by itself would 
have very little effect, and that to have any real effect on the economy it 
had to be supported by Governmental action of one sort and another. 
2028. .. . 1 would claim a certain limited success for these measures 
throughout the period. At the end of 1951 and 1952 I think they had a 
considerable effect in checking demand, and we did in fact get a good deal 
more stability of the value of the pound both at home and abroad, and, 
I should have thought a more healthy economic situation at home. I 
should have thought that monetary measures over that period were of 
considerable help. 

We then came down a bit over 1953 and then again in 1954. It is 
awfully difficult to look back at these things. I do not say we have got 
this absolutely right every time; obviously we have not, and some dates 
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have not been exactly right. But on the whole my belief, looking back 
at it as objectively as I can, is that our Bank rate decisions over this period 
were about right. I am obviously pre-disposed to think that, but, looking 
at it objectively, I believe that this is by and large true. The only possible 
exception I have in mind is the move in 1954 from 34 to 3 per cent. It 
looked right at the time, and, if I were faced to-day with exactly the same 
conditions as there were then, I think I should probably do it again. But 
looking at that with the benefit of hindsight, and seeing how the investment 
boom developed in the winter of 1954-55, I think that the risk of stoking 
up the boom a bit by that move probably proved greater than the advan- 
tages we achieved from a little economy at that period. 

2029. Would you take the same view of the increase of one-half per cent 
in the spring of 1955 ?—I take the view that in those general conditions 
that was probably correct. We hoped that it would have rather more 
effect than it did, and be accepted as rather more of a warning signal than 
it was. We were perplexed at that moment by the problem of the widening 
spread between the transferable rate and the official rate. ‘Throughout the 
late autumn of 1954 and the beginning of 1955 I had it very strongly in 
mind that anything like a sharp rise in Bank rate would not have very much 
effect in itself on the internal situation. There was an investment drive 
going ahead strongly, and we thought a sharp rise in the Bank rate over 
that period would probably alarm foreign opinion considerably, and might 
make our exchange troubles worse. 

We made the additional rise to 44 per cent at the time when we were 
able to intervene in the transferable market overseas, bringing those two 
rates more or less within striking distance of each other, and certain measures 
were taken on the Government side. I am not saying that it would not 
have been better to do a number of things earlier over the end of 1954 
and beginning of 1955. I think that the Bank, in company with a number 
of other people, under-estimated the degree of investment boom that was 
going to happen over that winter and spring. But I do not think, if I had 
realized in September what I knew in December, that in the purely monetary 
field I should have wanted to act any differently over those months, unless 
other things would have been done at the same time. 


1957—a “ More Ambitious Objective ”’ 


2031. Sir Olver Franks: . . . These movements of the Bank rate have 
been very like movements in the Bank rate when the job to be done was 
rather different; has the tradition been adjusted to the new circumstances 
adequately, or should we read September 19 as a commentary ?—I think 
you are entitled to read September 19 as a commentary, but not perhaps 
the commentary. I agree that it has been clear from the beginning of this 
exercise that inflation would not be reversed by a fairly moderate use of 
Bank rate. In my own view it has been equally clear that inflation would 
not be reversed by a more forcible use of Bank rate without more forcible 
accompanying measures and policies in the rest of the field... . 

.. . We never had any illusions that any of those Bank rate moves were 
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going to turn the inflationary picture. That is perhaps where Septem- 
ber 19 is a commentary. We saw an opportunity in the general picture 
and the general official attitude at that time of coming in with a much 
more forcible Bank rate policy, with a more ambitious objective of reversing 
the inflationary trend, and I would say that that was the first time we had 
seen a possibility of using the Bank rate with so ambitious an objective. 


Objections to Liquidity Controls 


1810. ...My own view is that it would be a mistake to make Government 
borrowing from the banks easier than it now is. I am therefore opposed 
in principle to variable liquidity ratios, Treasury deposit receipts, or similar 
devices which, though they might be intended to set a maximum to lending 
to the private sector, would have the effect of forcing the banking system 
to lend a minimum to the Government. This effect would be obvious: 
and the variable nature of the device would enable Government to extend 
the floating debt, and borrowing from the banking system, to an unlimited 
extent with even less checks than at present. 

2696. ... I believe that if liquidity ratios were prescribed by statute, 
although it was primarily and genuinely intended as a credit control measure, 
a lot of people would see in it an eventual risk that the use of powers is 
that way might be intended to increase Government borrowing from the 
banking system. 


Funding Policy and Interest Rates 


No attempt 1s made to use official purchases and sales in the market 
for the specific purpose of raising or lowering the level of medium- 
and long-term interest rates. 


The gilt-edged market conducts its business on the assumption that it 
can rely on the official funds, when they are prepared to buy and sell stocks, 
to do so at prices corresponding to market levels. The suggestion has 
been made that sales of longer-dated securities would be increased if they 
were offered at prices below the market. In theory, this might be possible 
for a time. In practice, such operations would create market uncertainty 
and so impair the prospects of continuing official sales of securities; on 
grounds of policy, such operations would involve a serious risk of damage 
to confidence and to the Government’s credit. 

—Treasury Memorandum on Debt Management 


1018. Professor Sayers: In thinking of the terms on which the Issue 
Department should operate is the Treasury concerned solely with its point 
of view as the payer of interest on the National Debt? Does it not con- 
sider the broader monetary effects of a structure of interest rates ?— Sir 
Edmund Compton (Treasury): We are undoubtedly concerned as a matter of 
policy with the level of interest rates. If, for example, funding were pressed, 
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if it were feasible (which I do not think we believe) by funding to lower 
market prices and to raise interest levels to some much greater height, it 
would be obviously of great concern to the Treasury. That is not a matter 
on which we would leave the Bank of England complete discretion. 

1019. I am thinking now of the kind of question that enters into your 
mind when you discuss the matter from week to week with the Bank of 
England. You say that the present policy is one of funding. I take it 
that you mean the maximum funding irrespective of price, or almost irre- 
spective of price; but that in itself is a policy decision. You might con- 
ceivably take the view that it is more important to have the long rate of 
interest either up or down than to secure any given amount of funding or 
any funding at all. If on the grounds of general monetary policy you did 
decide that the interest rate structure should be different, should that not 
enter into your discussions with the Bank on the conduct of the Issue 
Department ?—It should indeed be at the back of one’s weekly or day-to- 
day discussion on operations, but in fact the main point that one takes in 
this day-to-day or weekly review of their operations is the quantity point: 
how much ? Have there been market opportunities ? Have they sold stock; 
if so, how much? ‘To what extent has it covered, for example, the buying 
up of maturing stock, which is the other aspect of the Bank’s day-to-day 


operations ? 


.-- On a Rising Market 


1020. (Sir Edmund Compton) . . . One must not make the assumption, of 
course, that the higher the rate of interest goes the more funding you do, 
because in fact, at any rate in our experience of these last few years, such 
funding as we have done has been done on a rising market. That is what 
is meant by opportunities for funding. On the other hand, it is accepted 
policy, which it is the Treasury’s job to carry out, that there should be 
funding, and also that the rate of interest should be such as to encourage 
saving and discourage borrowing, which means that the Exchequer for its 
part has got to pay the cost of a dear money policy. So all that comes 
into one’s consideration of the weekly performance of the Bank of England. 
1027. Is this judgment perhaps unduly coloured by the experience of five 
years in which the Government has scarcely made up its mind on interest 
rate policy, and markets have therefore been continually sagging, and it has 
been perfectly natural therefore that selling has only been possible in a 
bout of market recovery ? It might be a highly profitable question to con- 
sider not whether it is possible to sell otherwise than on a rising market, 
but the level from which the market should rise ?>—I find that a very difficult 
question to answer, because it presupposes that one could form a judgment 
about some new, and I take it lower, level from which the market should 
rise. 

1028. ... It would be misleading this Committee to say that in pursuit 
of monetary policy the Treasury has at any time ignored or decided that 
it could ignore the effect upon the Exchequer of paying a higher rate of 
interest. I think it is important that you should know that that is always 
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in our minds and is bound to be in our minds. Having said that, I think 
it is right to say that the Government and the Treasury have felt more 
consciously in perhaps the last two and a half years that this is a price which 
must be paid, and paying that price is to get results in the way of controlling 
inflation. I think perhaps you can date a shift of view of that kind to the 
Bank rate change of February, 1955. I think that the paper on monetary 
policy that is coming before you will show you that we activated monetary 
policy as from that date or thereabouts, and that carries with it the impli- 
cation that from that date or thereabouts we were more ready to pay the 
higher price of dear money. 


‘‘ The Worst of Both Worlds ”’ 


1617. Professor Sayers: It puts a very different complexion on this if the 
rate of interest is relevant. If the absolute level of the rate of interest is 
relevant in the determination of policy, do not the problems of control of 
the supply of money all become very much easier, if you are prepared to 
face the various consequences of a rise in the rate of interest >—Yes, I think 
that is 'so, if you are thinking in terms just of the operation of monetary 
policy. 

1618. As this paragraph* stands it would be possible to argue that no 
raising of the rate of interest could help in getting control of the supply of 
money and therefore of the supply of bank advances. On the other hand, 
if you accept the view that the higher the rate of interest the further funding 
can be carried in course of time, the easier it is to control the supply of 
bank advances without any arbitrary commandments to banks ?—Sizr 
Edmund Compton: I think it would be very rash of us to dogmatize. 
Professor Sayers is arguing that the higher the rate of interest the more 
funding we should do. We have to oppose to that our experience, that 
funding has actually occurred when rates have not been rising but falling. 
1619. ‘That has been the experience that you have had over a period of 
years when the rate of interest has in general been edging up and up, when 
one year is compared with another ?—Over the last year or so that is not 
what rates of interest have been doing. On the whole, our experience of 
funding in these last three years has been that prices fall to a lower level 
and therefore rates rise; then funding occurs on a rising market, on rising 
prices and falling rates; then a setback occurs. Then that process is 
repeated again at some further date when market opportunities arise on 
which we can actually sell securities. 

1620. ‘That has been in a period of years following other years in which 
you have been complaining of inability to fund on a sufficient scale. You 
have, in fact, not been willing to jump the rate of interest up; you have 
edged it up, and whenever it has shown signs of going down you have 








* From Treasury Memorandum No 6: In order to dissuade people from raising money 
by the sale of securities to others who are holding money, they must be persuaded that 
the present level of security prices is lower (rates of interest are higher) than that which 
will be ruling at some time in the not too distant future. The greater the urge to spend 
on investment, the greater must be this relative expectation about security prices, if it is 
sought to restrain it. 
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been able to fund a little bit; not enough but a little bit. Is that not so? 
The policy of moving from one level to an altogether different level has 
not been tried ’—Generally the authorities have operated on rates of interest 
by Bank rate and its consequences, and have not done so by the pressure 
on the market of sales of securities. 

1621. Has not the consequence of altering the interest rates in this way 
been that from the point of view of funding you have had the worst of both 
worlds -—That really depends, firstly, upon what is regarded as a satis- 
factory volume of funding measured in terms of a reduction, or restraining 
an increase, in market Treasury bills; and, secondly, on the character of 
the funding, that is to say, whether the securities issued in replacement for 
maturities were long, short or medium. In fact, with annual maturities of 
the order of £1,000 millions a year, as said in this paper, there have been 
in every year except 1954-55 market sales of securities of something of the 
order of £400 millions a year. ‘There were special reasons for what other- 
wise might be regarded as a poor performance in that particular year. I 
think the extent to which funding opportunities were taken over the whole 
of this five-year period is quite considerable. The proportion of long 
securities to short is another matter. 

1622. Does not the volume of funding that needs to be done depend 
upon the structure of debt at which one should aim, having in mind the 
needs of monetary policy? By that criterion has not the amount and 
character of funding needing to be done gone far beyond anything that has 
been done in the last ten years >—That depends on an analysis, which I am 
not satisfied has been completed yet, whether funding is no good unless it 
consists of exchange into long-dated securities beyond the reach of the 
bankers or the discount market. 

1623. I was not suggesting it was no good; but has it not been inadequate 
in present circumstances ?—The practice has been to go for the greatest 
possible quantity of funding; to respond to the preferences of the market, 
be it for short, medium or long, although with a bias on the side of the 
authorities for lengthening the dates as far as we conveniently could. 


‘“¢ Unethical ’’ to Force Prices Down 


1792. Sir Oliver Franks: From the discussion we have just had I suppose 
one major issue of policy has emerged; that is that open market operations 
in the long-term bond market on a regular and large scale are thought 
unethical; or at least a policy which you would not wish to embark on ?— 
Mr Cobbold: You are generalizing a little from what I said, which was that 
we would think it not only unethical but extremely impractical to try to 
force down the price of Government bonds on a weak or falling market. 
I think you said open market operations on a large scale would be unethical. 
We carry on open market operations of a very large character. 

1793. I meant if they were designed to affect the prices of securities >— 
On that I must rely on the text of what I said: “‘ It has always been Issue 
Department policy, whilst taking full opportunity of a strong market to 
carry out these funding operations and to give a lead or to steady markets, 
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not to resist a definite gradual rise in market prices. Nor has it ever been 
Issue Department policy to force sales on a weak or falling market ”’. 
1800. Str Oliver Franks: Given that there are not large-scale regular open 
market operations in the long-term bond market designed to manipulate 
price, and allowing for intermittent and particular interventions that may 
take place as described, does it follow that the only means by which the 
Bank can really affect the rate for long-term bonds is by operating on the 
short-term money rates and letting them work through ?—Yes; that operates 
both directly and by the influence that it may have on general expectations 
of economic outlook as a part of general policy. 


Banks’ Sales of Gilts 


Would you argue that, because they were being forced to sell invest- 
ments, that in itself would make them more stingy in granting advances ? 


—Professor Sayers (1588). 


Sir Edmund Compton: I would imagine that they [the banks in 1955] were 
not glad to sell investments, because owing to the effect of the increase in 
Bank rate through the structure of interest rates, the value of their invest- 
ment had gone down; so they were incurring losses. 

1589. They incurred them in order to be able to go on advancing money, 
without reducing their liquidity ratio below what they considered a com- 
fortable level. Do you think that the authorities were achieving their 
object by forcing the banks to be very uncomfortable about granting 
advances or by the banks’ sale of securities forcing the interest rates up ? 
—The Government were not satisfied with the money situation as it had 
developed by July, particularly with the increase in advances, which seemed 
to have added to activity; the proof that that result was not considered 
satisfactory was in the direct request that was made to the banks to reduce 
advances in spite of their sales of investments. 


Extinguishing Idle Deposits 

1590. ‘The pressure on the supply of liquid assets was not, by itself, suffi- 
cient to induce contraction at the pace the authorities wanted ?—Szr Robert 
Hall: That is quite clear from the statements made by the Chancellor of 
the Exchequer in succeeding months. 

1591. Chairman: And your view was that the sales of investments must be 
thought of as primarily extinguishing idle deposits whereas the advances 
they substituted were actively used ?—Sir Edmund Compton: That was the 
diagnosis. 

1592. Professor Cairncross: You meant the effect to be for the banks to 
decrease the lending to the private sector and increase their lending to the 
public sector; advances were to be restricted in order to allow the banks to 
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hold on to their investments, which all represented loans to the Govern- 
ment? But the net effect of the operation in 1955 was surely that the 
banks were successful in lending to the private sector at the expense of the 
public sector ?—The banks were selling investments, but the Government 
was not receiving anything by the sales of these investments. 

1593. Professor Cairncross: If the banks sold those investments somebody 
else had to bear the burden ?—Professor Sayers: It would have the effect of 
raising the price at which the Government could raise further money. 
Professor Cairncross: In other words, it was possible to interpret this as a 
method of protecting the gilt-edged market. That may, of course, not 
have been the view taken by the Treasury ?—It is a suggestion. I do not 
think it occurred to us, especially at a time when the price of gilt-edged 
securities had in fact fallen as the result of the application of what was 
then a high Bank rate. 

1594. Professor Sayers: The remedy that the Government adopted was to 
tell the banks to curtail advances to the private sector directly, apparently 
on the basis that the advances to the private sector were putting too much 
steam into the boom. Are there not two ways of doing it other than that 
which you followed; to raise interest rates so that they incurred much 
bigger losses on selling investments, or to make certain investments unmar- 
ketable ?—To have made part of their liquid assets or investments unmar- 
ketable would have been in fact the inauguration of a completely new 
system. It would be the same thing as a compulsory liquidity ratio. 
1595. Would it not have been following the compulsory funding policy of 
the autumn of 1951 ?—Sir Edmund Compton: That was not a compulsory 
operation. Professor Sayers: 'That is a matter of words.—Sir Edmund 
Compton: ‘The second alternative Professor Sayers mentioned was one 
under which it would have been made so uncomfortable for the banks to 
sell their securities that they would have been bound to reduce their 
advances. But the Government securities in the bankers’ hands are short- 
dated and coming so near to maturity that the interest rate would have 
had to be driven very high indeed in order to create a situation in which 
the banks would incur spectacular losses. 


Absorbing the Banks’ Offerings 


13470. Professor Cairncross: . . . You spoke about the market in the later 
part of the period [up to April, 1959] as having been able to absorb quite 
a large quantity of gilt-edged fairly smoothly: you were speaking . . . about 
sales on the part of the joint stock banks. Was it your experience over 
that period that it was easy to put large quantities of short bonds on the 
market ? Was there a free market ?—Mr O’Brien (Bank of England): We 
helped to make a free market, in the sense that the banks were large sellers, 
and where the market could not absorb those sales immediately we absorbed 
them and then sold the stock later on; we did that with success. 

13471. It was suggested to us by the clearing banks that there had been 
a period of some difficulty in disposing of short bonds ?>—Mr Cobbold: Not 
in the latest period. | 
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13472. Professor Sayers: What about the closing months of last year 
[1958] ?—-Mr O’Brien: I would not have said that there has been any rea] 
difficulty since last October. It has not been made utterly painless, but 
there has been no real difficulty. 

13476. You are talking about short bonds ?—Short to short-medium. 


The Government Broker Explains 


‘“ How far, and by what means, 1s it known in the gilt-edged market 
what are the day-to-day operations of Her Majesty’s Government ?” 


11921. Chairman: Mr Mullens, perhaps you can help us on that because 
it is rather difficult for the outsider. I picture you as being known to 
everybody not only as being the Government broker, but as being a partner 
in a firm which deals generally for private clients as well as for the Govern- 
ment, and I cannot get clear in my mind if it is known in the market as 
to what the sales and purchases made on behalf of the Government or the 
National Debt Commissioners are. Can you help us on what the picture 
is '—Mr Mullens: Yes, my Lord Chairman. I have a partner who is in 
the market place all the time. There are about twenty jobbing firms in 
the market, and it is his duty to keep in touch with them all. When there 
are, as indeed there are most of the time, certain stocks which I have had 
instructions from the Chief Cashier to sell, the price at which we are 
prepared to be approached for those stocks is known to my representative, 
who in turn keeps the market advised of the prices and also of any change 
that there may be not only in the day-to-day policy by hour to hour as the 
market progresses. 


The * Shopping List ”’ 


11922. Your partner, who is dealing indifferently for the Government and 
for other clients, lets the jobbers generally know that there is a shopping 
list of stocks and the prices at which he is prepared to sell ?—Yes. I want 
to make it quite clear that we do not leave a definite position in the market; 

the jobbers must come to us and say: “‘ Can we have so much of stock at 
such and such a price ?”’ 

11923. Professor Sayers: And similarly, on the other side, the jobbers 
would ascertain that you are prepared to buy such and such stocks at such 
and such prices ?—They would. I am completely in touch with my 
partner. I am never away from my office or our “ box”’ near the Stock 
Exchange. I am available all the time so that he can and will nearly always 
ask me; but he is in the market place the whole time, and therefore is easily 
got at by anybody who wishes to approach him. 

11924. Chairman: How is it known whether these are sales and purchases 
on behalf of the Government or on behalf of other clients? By the nature 
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of the stock ,—Yes. We would never disclose who our client is; but it is, 
as you say, guessed by the nature of the stock. A recently issued stock of 
Her Majesty’s Government is normally for sale subsequently to the issue, 
and if the market approached us for any of that particular stock it would 
be almost an understanding where it came from. 

11925. Str John Woods: Is the converse true about a shortly maturing 
stock ?—It would be almost true about the very next maturity, although it 
is not impossible that my firm would have an order from, say, a discount 
house or a big company to invest in the shortest-dated security. 

11926. The inference which the market would draw is clearer in the 
case where you are selling a recently issued stock ?>—Yes, I think so. 

11927. Professor Sayers: Are there any other stocks that are recognized as 
being at any time on the Government’s shopping list >—No, I do not 
think so; but whenever the market wanted to buy a particular stock which 
they had not got on their own books, they would go immediately to my 
partner and ask and then it would be for me with the agreement of the 
Chief Cashier to see if we were able, or if it was in the Government’s 
interest, to find that stock for them. 

11928. ‘That might happen with any stock in the gilt-edged range >—Other 
than the next maturity, yes. 

11929. Lord Harcourt: A jobber finding himself short of any particular 
stock might easily inquire about that, simply on the off-chance that you 
would be a seller of that particular stock >—Indeed. 


Adjusting the “Tap ’’ Prices 


11930. Chairman: Where does the difference come between your letting 
it be known to the market that particular stocks are available and indicating 
the price at which you are ready to sell and letting them know the price 
at which you are ready to be approached. What is it you are keeping in 
reserve ?—If there is a particular stock, whatever it may be, that we are 
at the moment selling on behalf of the Bank of England, we only sell certain 
amounts of stock at certain prices. ‘The amounts of stock that we sell at 
each price depend very much on whether I think, having discussed it with 
the Chief Cashier, that we can raise the price quietly, and so encourage the 
market to go up, which is obviously our best chance of selling. At some 
stages we only sell quite a small amount of stock at each of a series of 
rising prices; for instance, when we come to the end of selling a particular 
stock. At the beginning we tend to sell more stock at a particular price. 
If I were to leave the jobbers with a definite position, it could be that some 
news might come in and twenty of them would rush at me to buy stock 
at a price. So I leave myself the right to say no. Although we do it, 
I hope, with their full confidence and support, it is just that difference 
which I feel is vital. 

11931. You have the next step in the back of your mind and you arrange 
it with the Chief Cashier, but the market operating from different angles 
cannot tell when the step comes ?—-No, and it is vital that they should not 
be able to. 
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11932. Professor Sayers: You indicated just now that when your supply 
of a particular stock is running short you would be likely to raise its price. 
Would that be irrespective of your general policy at the time about prices ° 
—Not quite. I will try to explain. Generally speaking, the stock which it 
is well known that we are selling tends to be lower than the equivalent 
stocks in the market. If we suddenly said that we had no more to sell, 
that would be reflected in a large jump in the price of that stock and we 
try and iron out those movements in the last few days or weeks. 

11933. Lord Harcourt: You therefore adjust your tap price more frequently 
as a result of a smaller volume of sales in order to bring it up to the general 
levels >—That is true. 

11934. Chairman: Is it possible for tap prices to change more than once 
in a day ?—It has often happened. 

11935. Professor Sayers: Or it may remain unchanged for days and indeed 
weeks on end ?—Certainly, especially when the market is falling. 

11936. Lord Harcourt: In your operations in the market do you only deal 
with the jobbers ?—Yes. 

11937. You never do a deal direct with a discount house, or an insurance 
company ?—Never. My firm never does; we make that a rule. 

11938. Professor Cairncross: Would a large buyer wishing to know the 
price at which you are prepared to sell be required to ask a jobber, who 
would in turn ask you ?—-That is true; but it is fair to say that most brokers 
also become aware of the prices at which we are prepared to sell, and 
negotiate with their clients subject to being able to deal in the market. 
11939. Chairman: How do they know? Is it market chat that goes on? 
—yYes. It is so highly competitive that it is important for brokers advising 
their clients that they should know. Somehow they find out. 

11940. Professor Sayers: So that if a large institutional investor wanted to 
know whether he could get such-and-such stock at such-and-such prices 
he would ring up his broker and could often expect him to say whether or 
not the Government broker is selling such-and-such stock at a particular 
price ?—I think his broker would often know. 

11941. Professor Cairncross: Have you any idea in what proportion of 
cases or over what proportion of sales a jobber would come to you in order 
to obtain stock, compared with the total dealings in which he was engaged ? 
—If it was a stock which had been recently issued, 90 per cent of the time 
he would come to me. If it was a stock that had settled itself in the market, 
he would as often get that stock from an insurance company or a bank 
through a broker as through me. 

11942. Chairman: When we are talking about the sales on behalf of the 
Government how much of this is to be regarded as switching, in which you 
are exchanging one kind of stock you want to get rid of it for another you 
are taking in against it, and how much as direct sales for cash ?—-Without 
looking into detail it would be difficult for me to answer your question 
specifically, but I might put it this way. When the market is really firm 
and is expecting lower interest rates, nearly all the. business that we would 
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do on behalf of the Bank would be selling. On the other hand, when 
markets are inclined to be quieter or indeed perhaps even going down, 
we are then prepared, in consultation with the Chief Cashier, to sell one 
stock of which we have a lot and buy another of which we may have none 
or anyway very little. But nearly always it would be a security of shorter 
date, so that we are in effect stepping back all the time. 


Switching Tactics 


11943. That has represented your current policy over a period of years 
now that when you are making a switch you are giving a longer-term stock 
in exchange for a shorter one >—Mr Mullens: Exactly. Mr O’Brnien:* Our 
object has been to fund as much as possible. We also have the object of 
facilitating the refunding of the next maturity; the basis of that policy would 
be to buy the next maturity as it came on offer and to sell other stocks as 
far as possible. But there are various positions between that which we 
take up throughout the course of the year, depending on the state of the 
market. As Mr Mullens says, when the market is strong we have an easy 
run and we are selling all the time, buying very little. If we are buying, 
it is probably the next maturity or something very near it. But there are 
other times when the market is not so strong, when nevertheless in the 
interests of facilitating market operations we do things which suit us not 
perhaps very much at the time, but which are likely to help us later on 
when better conditions return, by taking in shorter stocks against longer 
stocks. 

11944. Would you never have a policy which led you to say that, whether 
or not you could obtain cash by outright sales, you had a general wish to 
lengthen the debt and therefore would switch for the sake of switching ? 
—We have done that. 

11945. That is equally likely to be a policy activity as the other you were 
describing ?—Not equally likely. It has not been in recent years, because 
of the great need to get in cash in order to reduce the floating debt. But 
if that were not such an urgent consideration (for example, it is not at the 
present time, when the banks’ liquidity is so much lower and the general 
position somewhat modified), we would have a considerable interest in 
lengthening the debt in that way. It is an interest we have all the time, 
but at times it is perhaps a secondary objective rather than, as nowadays, 
a primary objective. 

11961. Professor Cairncross: When you name a price to a jobber, do you 
impose a limit on the scale of the transaction at the same time, or would 
you carry through a transaction of any size, particularly if it were a selling 
transaction, at the price quoted ?—I would always say to the jobber that 
he must tell me what the amount is. I would never get myself into a 
position where he could deal with me in any amount that he liked; I should 
say to him it would probably be all right up to a certain figure and he would 
then come back to me. 


——— 





* Chief Cashier of the Bank of England, who manages the market operations. 
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11962. Would you impose a ceiling on a transaction where the jobber 
wished to buy the latest stock at the price you were quoting ?—It is unlikely, 
but it could happen, especially towards the end of the tap. 

11963. Lord Harcourt: You might very well, I suppose, tell a jobber that 
he could have half his requirements at one price but if he wanted more 
he would have to pay a sixty-fourth over that price ?—Yes, that is un- 
doubtedly often done. In any event we would move the price immediately 
after that deal, if it were big. 

11964. Mr ones: How would the change in price be determined, in 
view of the fact that you act under the instructions of the Chief Cashier ? 
—By and large that would be left to me by the Chief Cashier. I see the 
Chief Cashier every morning, I speak to him always about lunch-time and 
then report the business at the end of the day; and on occasions I may see 
the Chief Cashier or speak to him a number of times. But the actual 
alternation of one price is generally left to me unless there is some particular 
reason to ask the Chief Cashier about it. 

11965. There are opportunities then for stimulating sales by moving 
prices ?—Yes. When we raise the price it does tend to encourage people 
to buy; of that there is no doubt. 


‘“¢ Responding ”’ to the Market 


11966. What happens when the market is quiet ?>—Mr Mullens: We 
probably should not do anything if we were not actually dealing. We 
would not tend to move the price unless there was a demand for particular 
stock. Mr O’Brien: Mr Mullens has been working with us for many 
years, and he knows our minds on these questions completely. A thing 
like this is something which he does every day, knowing that it is what I 
would wish him to do and what my predecessors in the past have wished 
him to do. When he puts a price up in these circumstances he is doing 
no more than what anybody in the market would do if faced with a very 
strong demand for stock. If there is strong demand for any commodity 
the price tends to go up; to keep it down would be artificial. He responds 
to specific demands in that way. That rise in price has the incidental effect 
of bringing in other buyers who tend to come in on a rising market; but 
I would not want it to be thought that that is a lead given to the market, 
consciously given to drag the market along. It is responding to market 
conditions which has the effect of pulling in other buyers. 

11967. Would there be any circumstances where the Bank through the 
Government broker would reduce prices in the market in order to dispose 
of stock and to encourage funding ?—Mr O’Brien: I would say not. Mr 
Mullens: It does not unfortunately work that way. The moment that 
people see prices coming down they hold off immediately, or even tend to 
sell in competition with us. ‘The majority of people who are in charge of 
investing money, whether it be on behalf of banks, insurance companies, 
or pension funds, do not only look at the stock at the price it is on sale 
that day. They look to see what they think it is going to be in two or 
three months’ time, and if they see the market falling nobody will buy. 
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In fact, people come in to sell and the market goes further down until it 
comes to a moment when people think that it has gone far enough and if 
the long-term trend is generally upwards it resumes that trend. 

11993. Would it be true as a generalization that as long as the Government 
has a stock on tap (I know we may have to separate it afterwards into long- 
term stock and medium-term stock) the terms on which you are currently 
peddling that stock will determine the level of yields and prices in the rest 
of the gilt-edged market, stretching out into the local authority borrowing 
and possibly into industrial debentures ?-—Yes, that is perfectly true, even 
into industrial debentures; and that stock will be the one to which every- 
body will look, as long as it is on tap. 

11994. Professor Sayers: Am I right in thinking that, at any rate speaking 
over many years, there is always a Government stock on tap >—There was 
one occasion for a very short period of time, when there was not, but that 
is virtually true. 

11995. Chairman: It would be true that on the day the tap ran dry of the 
3$ per cent 1999-2004 the 54 per cent 1982-84 was brought forward, so 
that there was no gap in that case ?-—There was no gap in that case. 


A “More Conscious ”’ Policy 


_ 11998. Sir Oliver Franks: Would you say simply as a matter of experience 
that if in the earlier part of this year there had not been this quantity of 
the 1982-84 stock on the shelf, and if you had not been selling it off on 
demand and therefore of set purpose keeping prices only gently rising, 
that the yield on longer-term gilt-edged would have gone down quite 
sharply >—Mr Mullens: I believe that to be so. 

11999. Then would it not follow that the use made of this particular stock 
is an important positive and negative control, negative in the sense that 
having it on the shelf and selling it at prices as determined prevented the 
long-term yield falling as fast as it would otherwise have done, positive in 
the sense that it becomes a powerful engine for managing the market ?—Yes. 
12000. Would you confirm my impression during the earlier part of the 
year that the way in which this 1982-84 stock was sold off the shelf at the 
prices which were quoted for it represented the expression of a clearer and 
more conscious policy in the management of the long-term market than 
had often been the case before when the stocks were on the shelf and were 
being sold by the Government broker ? It seemed to me that there was a 
different level of purposefulness about it ?>—Mr O’Brien: I indicated some- 
thing in my preliminary statement to that effect, and I would confirm that 
that is so. We must remember that 1957 was a bad year for funding; the 
7 per cent Bank rate pushed the long-term rate out quite appreciably. It 
having got out as far as that, we have been intent upon making full use of 
it in conditions which fortunately for us have been very much better than 
they were last year. My point is that a conscious policy is much more 
easily seen when there is the kind of market in which it can be seen to work. 
In the previous year, whether the. policy had been conscious or not, it 
would have been very difficult to show it in operation. 
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American Banks in 
the Expansion 


By F. E. DANIELS 


MERICA’S banks enjoyed a year of record prosperity in 1959. 
The buoyancy of demand in the economy was vividly reflected 
in the gain of close on $14,000 millions in commercial bank 
loans, to a record $112,000 millions—a gain rivalled only by 
that of 1955, another year of surging demand. ‘This rapid increase in the 
volume of lending, moreover, occurred at a time when interest rates had 
risen to the highest levels seen for a generation. It is scarcely surprising, 
therefore, that most commercial banks were able to report a further sub- 
stantial rise in earnings. ‘The expansion of lending, however, was not 
matched by an increase in deposits, which showed scarcely any net change 
over the year. The Federal Reserve Board throughout set a close limit 
to the available money supply, and the banks had to finance well over half 
the increase in their loans by selling Government securities. 

The pattern of expansion through the year was strongly affected by the 
116-day strike in the steel industry that began in mid-July. A rather 
patchy start to the year, a natural pause after the rise of 15 per cent 
in industrial output in the preceding nine months, quickly gave way to a 
new upsurge in consumer spending, construction and outlays on plant 
and machinery—an upsurge that was reinforced in the spring by a feverish 
pace of stock-building as consumers sought to safeguard themselves against 
the threatened shut-down in the steel industry. Gross national product 
(adjusted) rose from an annual rate of $457,000 millions in the final quarter 
of 1958 to $485,000 millions in the second quarter of 1959: inventory 
accumulation accounted for no less than $10,000 millions of the rise. In 
the third quarter, as stocks were depleted, it dropped to $479,000 millions, 
but recovered to $484,000 millions in the fourth quarter. 

Against this background, debt expansion in the private sector reached 
some $44,000 millions—an expansion exceeded only in the boom year 
1955. Mortgage debt rose by a record $16,000 millions, consumer debt by 
$6,400 millions-—equalling the 1955 record—and business indebtedness by 
no less than $16,000 millions (though bank loans to that sector were 
restrained in the later months by the liquidation of stocks). On preliminary 
figures, bank and mortgage loans in the corporate sector rose by some 
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$4,000 millions in 1959 (against net repayments of $1,000 millions in 
1958), with new issue finance reduced from $9,500 millions to $8,000 
millions. Unlike 1955, when the federal government was reducing debt, 
these demands were accompanied by an increase in federal, state and local 
borrowings that totalled almost $14,000 millions. Despite the overall 
balance expected in the budget for the fiscal year to June 30 next, seasonal 
factors brought a net excess of federal payments of about $7,500 millions 
in the six months to December last. In addition to its current deficit, the 
Treasury was faced with a major refinancing burden—covering $52,000 
millions of marketable maturities. Of this total, $38,000 millions was 
refunded and $14,000 millions encashed. 

This heavy borrowing pressure, coupled with the Federal Reserve’s 
sustained policy of credit restraint, brought a further tidal shift in the 
ownership of government securities and accelerated the trend to higher 
interest rates. In 1958, easier credit had enabled the commercial banks to 
absorb about $8,000 millions of marketable Treasury bonds. The port- 
folios of the banks were reduced by an almost exactly equivalent amount 


TABLE I 
GROWTH OF BILLION-DOLLAR BANKS 
GROSS DEPOSITS CAPITAL FUNDS 
Dec 31, Change 

1959 on year 1958 1959 

$mn ys $mn $mn 

Bank of America, San Francisco... re 10,625 +-3.2 601 626 
Chase Manhattan — ma <a rye 7,526 +2.0 631 656 
First National City .. me mee 7,235 +1.5 748 765 
Chemical Bank New York Trust .. if 3,711 -8.7 381 397 
Morgan Guarantee Trust. “ 3,363 —-4.8 510 518 
Security First National, Los Angeles - 3,216 +4.2 223 239 
Manufacturers Trust. fa , ot 3,046 —-6.5 221 231 
First National, Chicago - sO et 2,708 +0.1 262 276 
Bankers Trust ot - 2,703 -2.8 268 277 
Continental Illinois, Chicago oe - 2,387 —-6.3 261 272 
National Bank, Detroit es jaa sie 1,786 +1.2 148 156 
Mellon National, Pittsburgh . . ‘“ * 1,753 —4.4 278 290 
American Trust, San Francisco - 15 1,709 +2.2 117 124 
Irving Trust .. ae re 1,674 -5.7 137 143 
Crocker Anglo National, San Francisco... 1,657 +8.5 118 125 
First National, Boston Ne bd ry 1,607 -2.8 175 185 
Hanover = wes 1,587 —7.4 172 177 
Cleveland Trust, Cleveland . as aa 1,332 —-1.2 107 116 
California Bank, Los Angeles i a 1,196 +7.6 68 72 
First Pennsylvania, Philadelphia ‘y 1 076 +0.6 91 92 


Italics indicate banks with head offices anette New York City. 


in the course of 1959 when money supply—as measured by demand deposits 
and currency—was permitted to rise by no more than one-half of 1 per 
cent to about $145,000 millions and the volume of available bank reserves 
was held, by open market operations, within narrow limits of the end-1958 
level of $18,600 millions. In March, May, and again in September, the 
official rediscount rate was raised by steps of 4 per cent, from 2} per cent 
to 4 per cent. Commercial bank borrowings from the Reserve System 
rose steeply from January to June, from an end-1958 figure of about $500 
millions to $1,000 millions and were held around this level for the rest of the 
year. Their “free” reserves (those held in excess of legal requirements 
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less borrowings from the Federal Reserve System), which had averaged 
about $300 millions in the previous year, were replaced by net borrowings 
fluctuating around the $500 millions mark in the second half of 1959. 

In turn, the rising structure of interest rates was conditioned largely by 
the inability of the federal government to borrow, over most of the period, 
on securities other than bills or maturities within the five-year range. 
Throughout the year, the Treasury’s preoccupation was less with the 
immediate needs of cash financing than with the composition of the mar- 
ketable debt, where, despite intermittently strenuous efforts to lengthen 
the date structure, the average length of maturities has declined, over the 


‘ TABLE II 
MOVEMENTS IN RISK ASSETS 


LOANS, MORT- 


GAGES, ETC SECURITIES 
Dec 31, Change Dec 31, Change 
1959 on year 1959 on year 
, $mn y 4 $mn 

Bank of America, San Francisco = 6,599 +-16.6 2,725 - 20. 2 
Chase Manhattan. My -_ - 4,589 +15.1 1,535 —21.2 
First National City a 4,420 +15.0 1,577 —29.8 
Chemical Bank New York Trust. as 2,222 +17.0 786 — 37.3 
Morgan Guarantee Trust * 2,260 + 8.5 680 — 33.3 
Security First National, Los Angeles i. 1,553 +22.0 1,230 -15.9 
Manufacturers Trust as ay 1,403 + 8.6 964 —- 18.2 
First National, Chicago .. i a 1,586 + 6.6 800 — 14.8 
Bankers Trust ae De sf 1,580 +13.7 564 — 24.8 
Continental II]linois, Chicago ie ‘ 1,290 +21.2 797 - 17.3 
National Bank, Detroit .. a 7. 775 +15.2 779 —- 9.5 
Mellon National, Pittsburgh ee oa 1,049 + 8.3 574 —22.4 
American Trust, San Francisco “i 976 + 9.0 510 — 16.2 
Irving Trust ee ; 952 +11.1 383 —-29.6 
Crocker Anglo National, ‘San Francisco 972 +19.3 488 —- 10.6 
First National, Boston .. di s 961 + 1.9 417 - 9.5 
Hanover .. ae a 940 + 4.7 317 — 36.4 
Cleveland Trust, Cleveland is i 827 + 3.6 381 - 12.8 
California Bank, Los Angeles... oe 637 +29.2 357 -— 19.2 
First Pennsylvania, Philadelphia - 628 +19.2 195 —24.7 


past four years, from five years and ten months to four years and four 
months. Two modest attempts were made to issue longer-term bonds 
last year, but by mid-year the rising pattern of rates had made it impossible 
to issue bonds of more than five years’ maturity, since longer-term bonds 
were subject to the interest ceiling of 4} per cent set by Congress in 1918. 
The Administration’s first request to Congress for the removal of this 
ceiling was made as long ago as June last. But no action was taken and 
the Treasury was obliged to confine its market borrowings within the five- 
year range. The weight of pressure on this end of the market forced 
yields above those prevailing on longer-dated issues. 

For the commercial banks, this development brought particularly heavy 
pressure on the maturity range within which their bond sales were con- 
centrated and some further pressure on their available funds as companies, 
individuals and foreign deposit-holders became increasingly attracted by 
the rising yields on Treasury bills and other short-term paper. The 
Treasury bill rate moved from 2.8 per cent at end-1958 to 4.6 per cent 
at the close of 1959, and the prime rate for four to six months’ commercial 
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paper from 3.3 per cent to 4.9 per cent. In the short-term government 
range, more than $10,000 millions of maturities were marketed between 
July and November: the “ magic five”’ per cent 4#-year notes, issued in 
October, proved especially attractive to individuals. In all, the private 
sector (including savings institutions, pension funds, etc) added more than 
$16,000 millions to its holdings of Treasury bonds in 1959. This sub- 
stantial increase no doubt largely accounts for the fact that bank deposits 
rose so little. ‘The higher interest rates obtainable encouraged depositors 
to make more active use of their funds and the rate of turnover of demand 
deposits rose by 5 per cent in the year. 

The rise in money rates meant greatly increased earnings from the banks’ 
lending activities. ‘The “ prime” loan rate was raised, in May and again 
in September, from 4 per cent to 44 per cent and then to 5 per cent, with 
an effective return appreciably better than this from new advances in the 
closing months of the year. On the other hand, security losses on bond 
sales were formidable, but, fortunately for the banks, realized losses (met 
against inner reserves) are chargeable for tax purposes as deductions from 
income, while gains are assessable only on the 25 per cent maximum rate 
for long-term capital accretion. The higher yields, ranging to 5 per cent 
and more, obtainable on Treasury maturities within the five-year range, 
in many cases brought appreciably higher earnings from security holdings, 
even allowing for the heavy reduction in portfolios. 

There has been a growing consciousness of the need to reinforce capital 
funds to support the growth in lending. (In some instances, mainly in 
New York, “stock dividends’ replaced higher cash distributions.) For 
some banks, the loan-deposit ratio has risen above 60 per cent; over the two 
years, 1958-59, it has probably increased, overall, from 50 to 55 per cent. 
One way in which the commercial banks have been seeking further pro- 
tection is through an increase in the legal maximum interest rate of 3 per 
cent, imposed by the Federal Reserve Board, on bank savings and time 
deposits. Over the past year, other savings banks and loan associations, 
under no such restriction, have been paying as much as 44 per cent on 
deposits and the competitive attractions of bank “‘ automatic savings plans ”’ 
(with specified transfers from personal to thrift accounts) have been con- 
siderably reduced. For these time deposits the legal reserve requirements 
amount to no more than 5 per cent (compared with the 163-18 per cent 
obligatory for demand deposits in the major cities), and the additional loan 
capacity and income thus afforded would appreciably outweigh the addi- 
tional cost of interest paid on time accounts. 

The scope for the expansion of New York City banks was greatly 
increased last month when, with surprising suddenness, the New York 
State legislature at last amended the state laws to permit the establishment 
of branches, or the acquisition of other banks, beyond the City limits—in 
the flourishing residential districts of Westchester and Nassau counties 
that have attracted so much of the City’s middle class in recent years. The 
next few years are likely to see an intensive campaign by the New York 
banks for the funds of these increasingly affluent suburbs. 
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Staffing the Banks 


By W. J. THORNE 


T is widely recognized .that staff problems are now causing the banks 

the utmost concern. In quantitative terms, admittedly, the present 

problems are perhaps less acute than those of, say, 1955, when the 

banks were unable to secure an adequate proportion of school-leavers, 
and, moreover, they should become easier as the “ bulge” of post-war 
babies leaves the schools and passes into the labour force, an occurrence 
that will coincide with the termination of national service. In qualitative 
terms, however, the problems seem more acute than at any previous 
time and likely to become steadily more pressing as the banks advance 
further into specialized fields such as investment management, longer-term 
lending and, looking further ahead, feel the impact of electronic book- 
keeping techniques. The problem facing staff managers in every bank 
to-day is not simply to find the men but to find men of the right potential 
calibre to-meet the challenge of the new techniques of banking. It is a 
test, above all, of methods of recruitment—a field in which, it must be 
confessed, the banks have lagged far behind the Civil Service and most big 
public companies. For this reason it is welcome news that the eleven 
London clearing banks have jointly taken the initiative in arranging with 
the Incorporated Association of Headmasters a convention on banking as a 
career to be held from 20th to 22nd of this month. This is the first 
meeting of this kind and may well be the precursor of a new campaign to 
attract the bright sixth-former into the banks. 

The banks’ present recruiting problems cannot be understood without 
some review of events since the First World War. Fifty years ago the 
commercial banks of England and Wales feund no difficulty in recruiting 
staff. ‘The better among them paid well and were therefore able to obtain 
the cream of the school-leavers, while the others were able, because of the 
imperfections of the labour market or the security of the employment they 
offered, to obtain a fairly high average quality of clerk. The First World 
War produced no fundamental changes in the pattern of recruiting: though 
women were employed in the banks in considerable numbers they were 
not regarded as a permanent source of labour except as stenographers. 
The amalgamations and expansion that followed the war brought far more 
radical changes: they left the clearing banks seriously overstaffed. A high 
price has been paid for that overstafing both by employees, who were 
caught in a promotion jam that left many able clerks with no prospects 
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beyond a few meagre increments after “‘top of scale’’, and by the 
banks themselves, who were saddled with an excess of apathetic staff and 
above-scale personnel. The banks made some effort to restore balance by 
cutting down the number of male entrants in the 1930s and were assisted 
in this by the introduction of machines for posting and ledger-keeping 
that could be operated by girls. But little, if any, attempt was made to 
raise the standards demanded of new recruits: as a result the banks in 
recent years have been faced with a growing shortage of men with flexible 
minds at a time when the emergence of new problems placed a premium 
on fresh thinking all along the line. 

The disruption of banking routines in the Second World War exposed 
the shortage of good senior men. By 1945 it had become plain that a 
new outlook on staff recruitment and training was imperative if the banks 
were to function successfully in future. Unfortunately for the banks, the 
changes required had to be made in a society that was very fully employed 
and in which the numbers in the 15-19 age-group, from which the banks 
recruit most of their staff, were appreciably lower than in pre-war days. 

Some relief was provided by the recruitment of ex-servicemen, some of 
whom have since risen rapidly in the banks. The main inflow, however, 
had to come from elsewhere. Most of the bank clerks who had been called 
up returned to their desks, but many, including some of the most promising, 
did not and many resigned in the following years to seek opportunities in 
industry and commerce. The inflow from the grammar schools was also 
affected by the attraction of industrial careers and, moreover, an increasing 
number of sixth-formers, both boys and girls, moved on to the universities 
on the rising tide of county and state scholarships. In retrospect, it is 
clear that in the early post-war years the banks persistently underrated the 
size of the staff problem posed by the social and economic changes that 
had taken place since 1939. They were led to do so partly by the “ cushion ” 
afforded by the overstaffing of the inter-war years and partly by the belief 
—not peculiar to the banks alone—that inflation and over-full employment 
were temporary phenomena that would disappear as the economy returned 
to “normal”. The new approach to recruitment was therefore deferred. 
The banks were slow and reluctant to raise their salary scales and thus could 
not compete effectively with employers in other occupations. They failed 
to portray the attractions that banking still offered as a career: they were 
unwilling to give information privately to headmasters as precise as that 
which is openly advertised to-day. They were slow to replace the old 
rule-of-thumb routines of admittance by more analytical or reliable tests. 
That the quality of the intake was not even lower is itself a tribute to staff 
managers and to the work of the banks’ training schools, whose methods 
were quickly and successfully adapted to the. changed environment. 

Since 1955 or thereabouts—the precise date varies from bank to bank— 
there has been a much greater awareness of the real nature of the staff 
problems confronting the banks and a general acceptance of the fact that 
these problems demand radical changes in methods of recruitment. A new 
spirit has recently been apparent in staff departments—a spirit that may 
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owe much to the upsurge of initiative released by the ending of the credit 
squeeze and to the arrival of a new generation of senior men, some of 
them familiar with personnel policies in other employments. In particular 
it has been realized that the vast expansion of business in fields outside 
the traditional sphere of deposit banking—in trustee and executor services, 
foreign business of all kinds, the administration of new issues, the pro- 
vision of advisory and intelligence services, consumer credit and term 
loans, and, investment management services—calls for an increase in 
specialist cadres and a substantial expansion of the control infrastructure 
at head office. At the same time the marked increase in business, particu- 
larly since the ending of the credit squeeze in the summer of 1958, has 
led to the opening of new branches or the extension of existing branches 
and the consequent need for additional staff—a need that might be greatly 
increased if the payment of wages by cheque were permitted. 


Room at the Top 


The banks to-day need to recruit staff at three levels. First, they must 
attract girls or women, whose education need not extend beyond a secondary 
modern school, to take over the basic accounting processes, which in this 
machine age depend in small degree only upon human speed and accuracy. 
Secondly, they must attract young men who have stayed at school until 
sixteen—or preferably seventeen—and have attained GCE at O level in 
several subjects to undertake routine banking operations (say, all the jobs 
at a branch up to and including the lesser managerships) and to fill all but 
the top posts in specialized departments such as income tax and foreign 
business. Thirdly, and most important, they must attract men with 
high initiative, intelligence and, perhaps also, experience to train for the 
highest managerial posts. Recruitment at all three levels has been greatly 
assisted by the improved salary scales introduced in recent years. The 
banks, however, are anxious to avoid any suggestion of rigid divisions 
between these levels. They have been at pains lately to emphasize that 
each male new entrant has an equal chance of rising to the top. Thus 
Mr E. J. Hill, chief general manager of Lloyds Bank, revealed at this year’s 
annual general meeting that of 10,000 men employed by the bank 47 per 
cent were managers, or “holders of other responsible positions ’’, or in 
the potential manager grade, while of the remaining 5,300 half were under 
thirty years of age. Another clearing bank has said that half its new male 
recruits should attain managerial status. If the general pattern in the 
clearing banks is broadly similar to that in Lloyds this would suggest that, 
at present rates of remuneration, half the male entrants may expect to 
reach a retiring salary of not less than £1,400 a year. Moreover, in nearly 
all the clearing banks a non-contributory pension scheme offers at sixty 
or sixty-five a pension annuity equal to two-thirds of salary at retire- 
ment or a substantial capital sum and a pension equal to half the salary at 
retirement. 

These are not unattractive prospects: particularly since, for the enter- 
prising recruit, a managerial reward of £1,400 is a minimum and many 
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hundreds in the Big Five must earn more than £2,000. Why then is it 
still so difficult for the banks to get as good a quality of recruit as they got 
in 1938? A large part of the reason, perhaps, is the misleading impression 
conveyed by the salary scales. The young man or woman who is being 
invited into a clearing bank is told about a scale, which for men runs from, 
say, £260 a year at 16 or 17 to £800 at 31, and for women from {£260 to 
£570 over a similar period. In addition, certain supplementary allowances 
are paid to staff working in London and large cities in the provinces. A 
bank with such a scale will stress that there are vacancies for men who 
have just completed their national service and, above all; that the quoted 
figures are minima for “satisfactory ’’ clerks and may be subject to con- 
siderable additions where special merit is shown. The bank may also 
state that there are always vacancies for university graduates, and some 
banks advertise that any man up to the age of 27 can apply for a job. The 
weakness of this approach lies in its vagueness. One bank, perceiving this, 
brought out a few years ago a differential pattern in which there were side- 
ways jumps to a higher scale for outstanding men on the way to “ top of 
scale’. This greater precision is reported to have paid dividends and 
it is surprising that other banks have not decided to be equally definite. 
There is a respectable precedent that carried the open inducement plan 
much further: the old London and Westminster Bank, in the days before 
the First World War, lifted a clerk, after he had served a short probation, 
through three classes (each with its salary bracket) until all well-behaved 
officers could be sure of £360 a year before retirement. This scheme 
resembled in some ways that employed in the Civil Service. When super- 
vised lazily it can, of course, produce an undue proportion of lazy men; 
worked intelligently, with the possibility of upward leaps from the middle 
of one grade into the next, it has all the merits of the “ break” scale 


referred to above. 


Towards a Transferable Pension 


One obvious deterrent to recruits would be removed if the pension 
schemes offered by the banks, which should be one of their chief attractions, 
were made transferable. Barclays Bank has already arranged that pension 
rights can be transferred or preserved for all members of the staff, men 
and women, provided that the person concerned has reached the age of 
thirty and has completed ten years’ continuous service with the bank.. 
Other banks will have to follow suit if they are to meet the requirements 
of the state pensions scheme. A transferable pension would enable a new 
recruit to know that he is not tied for life because of the non-contributory 
pension but can move to a merchant bank or elsewhere (perhaps even. 
move from one clearing bank to another) if he thinks the opportunity good. 
This should prove especially attractive to the man with an adventurous, 
creative streak: the chances are that he will stay in the bank he enters but 
he may enter it because he is not bound to stay. 

The recruiting of men on a specifically two-tier plan is something to 
which the clearing banks have never consented, but if they are to get the 


248° 








amount of “ bright ” and even well-educated entrants they want they will: 
have to make. concessions. . Their .difficulties may be less in the years: 
immediately ahead since the proportion of the 15-19 ‘age-group to the 
total 15-64 group is increasing and in 1963, at 11.9 per cent, will reach 
post-war peak and there will be more boys than girls. There will sti 
be a shortage of first-class men, however, and bank staff departments will 
need to exercise their powers of selection to the full. The banks are: 
little interested in attracting the above-average women, except for steno-' 
graphy. They wish to concentrate on attracting the above-average man) 
and recognize that he must be tempted with terms as good and as definite 
as can be obtained elsewhere. The problems of selection, however, remain. 
Entry by interview, in the traditional way, tends to be a hit-or-miss affair:} 
there is a 50 per cent chance of error, a high figure when a potential senior: 
executive is being recruited. Realizing this, some banks have sought the 
advice of the National Institute of Industrial Psychology and have intro- 
duced seven-point and other tests. 


Recruiting the Graduate 


But is there not now a strong case for recruiting men who have passed 
the academic and other tests of a university education? True, the banks’ 
inter-war experience of university recruiting was not very happy, but the 
fact remains that the new educational system is diverting talented pupils to 
the universities in increasing numbers, and if the banks persist in recruiting 
only from the schools they may deny themselves any chance of obtaining 
first-class minds. ‘The successful experience of some merchant banks and 
of many big industrial firms suggests that the disappointments of the banks 
may be due largely to the selectors; however good these men may be at 
seeing the possibilities of Johnny Seventeen, they may not have discovered 
how to spot the promising applicant from the universities. Few univer- 
sity men, in any event, are likely to be recruited until the banks put a high 
premium on the university graduate as a potential manager. 

New entrants of sufficient quality are unlikely to be attracted by a salary 
scale that does not offer a good chance of £1,000 a year in the London 
area. Thereafter, if the selectors know their job, these men will be of a 
type willing to take what comes to them, for they will already be among 
the up and coming brigade from whom the junior management is chosen. 
Such an arrangement formally avoids the Civil Service two-tier recruitment 
while offering its essence. The real difficulty is to offer the good man the 
speed of promotion he thinks he deserves. Even in the old days it was 
possible to become a branch manager before you were 35, but the excep- 
tional nature of such advancement prevented a jam on the top rungs. If 
‘selectively speedy’ promotion were to grow, frequent dissatisfaction 
might become widespread. ‘The escape from this dilemma lies in recruiting 
no more “ bright”’ lads than will be needed (subject to wastage) and in 
providing opportunities, by the introduction of the transferable pension, 
for men held up in Bank A through no fault of their own to move to Bank B. 
or to seek employment elsewhere. 
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Scottish Banks under 
the Microscope 


By IAN W. MACDONALD 


HE Radcliffe Committee subjected the “ peculiarities’’ of the 

Scottish banking system to a scrutiny more extensive and search- 

ing than it had received from any of the other committees of 

inquiry this century. The principal points of difference between 
the English and the Scottish banks that emerged were the continuing right 
of note-issue in Scotland, the Scottish banks’ higher percentage of interest- 
bearing deposits, the greater proportion of their assets employed in invest- 
ments, and the Scottish practice of fixing agreed rates of interest and scales 
of charges. In the main, the Scottish banks and their practices emerged 
creditably. A few of the adjectives used by the Committee had a faintly 
pejorative tinge, but it did not recommend any change in existing practices. 
other than the publication of more statistical information. 

In view of the considerable emphasis throughout the report on the 
importance of bank liquidity in controlling the supply of money, it was 
natural that the Committee should consider how the two liquidity require- 
ments at present accepted by the English clearing banks—the 8 per cent 
cash ratio and 30 per cent liquid asset ratio—apply in Scotland. These 
ratios, in fact, are of little more than academic interest to the Scottish banks 





Mr Ian W. Macdonald is Chairman of the National Commercial Bank of Scotland and 
Mr Jarmes Letham, who contributes the article on page 254, is Assistant Treasurer of the 
Bank of Scotland. 


250. 








—hbecause of the note issues. The Committee recognized that “ The 
fiduciary issue . . . totals a mere {2.7 mn, but the banks have the right 
to make further issues against 100 per cent cover in Bank of England notes, 
which at present amount to about £115 mn” (para 151). It went on to 
explain that the 100 per cent cover applies only to notes in circulation and that 
no cover is required for printed notes in the banks’ own tills or vaults, 
which makes it possible for the Scottish banks to provide small branches 
with adequate till money at very little cost. The Committee accordingly 
recognized that the 8 per cent cash ratio could not be applied to Scotland. 
It suggested, however, that the Scottish banks should “ expose their cash 
ratios (and therefore their liquid assets ratios) to public view in the way 
now practised by the London clearing banks ” (152). This is rather curious 
in view of the fact that the true cash position of the Scottish banks is very 
much exposed in a table on the immediately preceding page of the report 
(though, admittedly, it is necessary to do a little simple arithmetic to bring 
out that the cash reserve of the Scottish banks in 1958 was approximately 
2 per cent after eliminating Bank of England notes earmarked for note 
cover). ‘This misunderstanding seems to arise from uncertainty as to the 
proper treatment of Bank of England notes held as cover. The Com- 
mittee takes the view that these notes “can simultaneously serve two 
purposes: as till-money in the ordinary way, and as cover for the bank’s 
own notes in circulation’ (152). With respect, that is not a sound view. 
It is only possible for a Scottish bank to use a very small part of its note 
cover cash as effective till money, since the whole of the cover must be 
held at the Bank of England or at two specified branch offices. Broadly, it 
can be said that the note cover is not a cash reserve in the accepted sense 
of the term. It is far from being in the first rank of liquidity. | 

Moreover, the further cash reserves of the Scottish banks are deter- 
mined not so much by policy as by necessity. A small working balance 
has to be maintained at the Bank of England, Scottish branches must keep 
a supply of English notes for the convenience of their customers, London 
branch offices cannot issue or use Scottish notes as till money, and coin is, 
of course, an essential everywhere. A bank of issue naturally aims at 
making the fullest use of its own paper and, if it were possible, would have 
the whole of its working till money in that form. Once the statutory 
obligations regarding cover have been met, there is no good reason for 
holding additional cash reserves, which are, of course, unproductive. 

As regards the second of the liquidity requirements—the 30 per cent 
liquid assets ratio—the Committee considers that, if the cash ratio is suit- 
ably adjusted for the peculiarities of the Scottish note issue, the liquid 
assets as a whole will be capable of direct comparison with those of the 
London clearing banks. This is not quite the case. A non-clearing bank 
is likely to have more of its circulating assets in transit or in course of 
collection than a clearing bank and, as these circulating assets are not 
classified as liquid, a straight comparison cannot be made. 

All these considerations would be of practical importance if the ne 
authorities decided to impose a measure of indirect control on bank advances 
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by applying liquidity criteria to both English and Scottish banks. As 
matters stand, this could not be done. The authorities would first have to 
agree with the banks on a definition of “ liquid assets ” and on a liquidity 
ratio appropriate to the special circumstances. ‘This would not be easy 
and it is doubtful whether the authorities would consider it worthwhile 
since, as we shall see, they can almost certainly obtain adequate control 
over Scottish bank lending by other methods at their disposal. 

The recent tactics of the authorities in the gilt-edged market give added 
point to the Committee’s comments on the Scottish banks’ investment 
practice. After noting that, in 1958, 53 per cent of Scottish deposits were 
on interest-bearing accounts, compared with 39 per cent of English, the 
Committee observes that the Scottish banks “‘ have traditionally been more 
willing to acknowledge the long-term nature of some of their advances ” 
and “have also committed themselves more deeply in their investment 
portfolios’. ‘‘ The proportion of short-dated bonds in their investments 
is still, however, relatively smaller than that in the English banks; in recent 
years short-dated bonds have accounted for between 20 and 30 per cent 
of the total investments. The Scottish banks’ protection against open 
market operations is therefore less strong than that of the English banks ”’ 
(153-54). Much has happened, however, since these sections of the 
report were drafted. Advances have increased more rapidly in England 
than in Scotland, and some English banks have openly committed them- 
selves to term lending. Meanwhile the process of shortening the average 
life of portfolios has doubtless continued in all Scottish banks. The 
likelihood is that Scottish and English practice, as regards lending and 
investment, is now almost in line. Whether or not an individual bank 
comes under significant strain through a fall in gilt-edged prices will depend 
on its own policy in recent times in relation to both investments and 
advances—which is as it should be. 


Interest Rates and Charges 

The Committee’s remark that, in fixing their rates and charges, the 
Scottish banks operate as a “‘ tight cartel’ rings somewhat harshly. With- 
out endeavouring to claim any special merit for Scottish practice—or even 
that it will prove appropriate in the new conditions now emerging—some 
few words in defence may be offered. Agreement between the banks on 
rates and charges dates back to 1836. The objective was to build strength 
and stability into the banking system and the relative freedom from bank 
failures in the nineteenth century owed much to the restrictions on under- 
cutting. ‘That, of course, does not mean that the system is right in the 
conditions. of to-day, but it does mean that the Scottish public are accus- 
tomed to a published scale of charges and interest rates from which they 
can calculate their costs in advance. Nor can it be contended that as 
a result of the agreements, the public generally have suffered, especially in 
recent years of rising costs. Because any alteration has to be agreed by a 
committee of general managers, the process of arriving at a new scale of 
charges tends to be a lengthy one, and the increase in revenue ultimately 
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achieved has usually been less than was aimed at originally. For twenty 
years until 1958, credit restrictions impeded the banks’ efforts to develop 
other sources of revenue, while costs trended relentlessly upwards. Given 
continued freedom to expand, the banks will be less concerned with revenue 
from charges and more interested in methods of handling transactions 
economically. Also, if advances continue to rise and approach what bankers 
would regard as a maximum ratio to deposits, the banks will have a greater 
incentive to seek, and to compete for, fresh deposits. 

The Committee concludes that “‘ the strength of these agreements has 
meant encouragement of competition by service, a factor that has played 
some part in making Scotland one of the relatively ‘ overbanked ’ countries 
of the world” (159). This is fair comment. The expansion of eight 
individual banks in the inter-war years meant that too many small offices 
were opened and local competition for the available business was keen. 
The three amalgamations of the past ten years will gradually rectify this, 
but if the payment of wages to bank accounts is widely adopted many of 
the offices that might have been thought redundant a few years ago will 
develop a new usefulness. In some places, indeed, Scotland may prove to 
be under- rather than over-banked. 


Lines of Progress 


The Radcliffe description of Scottish banking was a “‘ still”’ photograph 
of a system that was, and still is, in a state of fairly rapid transition. The 
very factors that produced strength in the nineteenth century—the note 
issues and the agreements on charges—operated in the first quarter of this 
century to keep in being too many individual banks. The depression of 
the ’thirties and the long period of credit restriction delayed reorganization 
and the Radcliffe inquiry came at a time when the changes that had already 
taken place had not had time to work themselves out. Since then the 
completion of a third amalgamation has carried the process of rationalization 
a further step forward. 

The diversification of their interests by investments in other financial 
institutions and particularly in hire-purchase finance companies has made 
the banks less completely dependent on the fortunes of the Scottish economy. 
The process began a long time ago with the acquisition by the Royal Bank 
of Scotland of two English banks. Now, through subsidiaries of the 
finance houses, the interests of some banks extend far overseas. None 
the less, the mainstay of the banks’ businesses is and will remain in Scot- 
land. ‘The Scottish banks are just as interested as are the English in new 
forms of service, in new ways of handling transactions and in ideas for 
expanding their clientele. The introduction of new services, except where 
their nature involves co-operation among banks, is likely to be done by 
banks individually. It was notable that those banks which introduced 
‘* personal loan ’’ schemes in 1958 made no common arrangement on the 
‘rate of interest to be charged or on the conditions attaching to loans. It 
seems likely, therefore, that the ‘‘ agreements ” will come to cover a smaller 
range of business, and any endeavour to introduce a greater flexibility into 
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the application of charges to individual accounts will inevitably reduce 
their scope still further. 

This “ peculiarity ” of the Scottish system may, therefore, be on the 
way out, and we have noted already that the differences between English 
and Scottish policies on investments and advances have greatly diminished 
in the past two years. Other special characteristics, however, have their 
roots in differences between the legal systems of the two countries and in 
the note issues. ‘These seem likely to remain for as far ahead as we need 
look at present—and, while they do, there will be complications in the 
application of any official controls on bank lending. These, however, are 
not insurmountable. As the Radcliffe Committee concluded, ‘‘ the Scottish 
banks are in many ways like enough to the English banks, while in other 
ways they are different, although the Scottish banks themselves are suffi- 
ciently like each other to be treated as a group for purposes of control. 
Unless there are definite reasons to the contrary, the design should be to 
get a similar impact on seekers after credit in the two countries; this implies 
treating all banks alike in some controls, but treating English and Scottish 
as two separate groups when other methods of control are to be used ”’ (157). 

This may be administratively untidy, but it does have the advantage 
that, if circumstances should so warrant, the authorities could adjust the 
severity of their restrictions in the light of differences in the degree of 
employment in the two countries. 





Electronics and the 
Future 


By JAMES LETHAM 


ANY bank men to-day must have recurring bouts of incredulity 
that aspects of banking that had changed so little during the 
previous two centuries have within their span of service altered 
beyond belief in pattern and emphasis. Premises have gone 
gay or at least much gayer; the female member of the staff from being a 
rarity is rapidly reaching numerical parity with the male; bound books, 
the ‘“‘ untouchables ”’ of previous eras, have been replaced with loose sheets 
and machine statements; cheques formerly subjected to leisurely processes 
of sorting and listing are now labelled by codings and photographed to 
bring them into the automation age and to the threshold of complete 
electronic treatment. . 
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Until fairly recently this process of change had affected the Scottish 
banks less than those in other countries. The average branch is com- 
paratively small and mechanization, as we have known it to date, was 
inapplicable to most offices. The principal aim of any system of mechaniza- 
tion is the lessening of staff costs by the conversion of manual work by males 
to machine work by females. Machines have been installed by the Scottish 
banks wherever they appeared to be economically justified, but staff costs 
continued to rise. In some quarters it was assumed that more economical 
methods of working could be achieved only by the merging of offices into 
larger units. With the advent of electronics, however, new possibilities 
began to appear. A form of mechanization, leading ultimately to auto- 
mation, became available that could be applied equally well to the work of 
small as to large offices. -The prospect was particularly attractive to the 
Scottish banks. 


Note Sorting and Centralized Book-keeping 


Before discussing these new techniques we may glance briefly at another 
special characteristic of the Scottish banks—their note issues. The amal- 
gamations between banks have reduced the work connected with the note 
issues by diminishing the categories into which notes. have to be sorted. 
At the same time, however, inflation has vastly increased the number of 
notes to be handled. Could electronics help to reduce the labour, and 
perhaps the cost, of the note circulation? The banks commenced an 
investigation into this question several years ago. Much time has already 
been spent by experts in endeavouring to evolve a device that would identify 
any note with which Scottish bank men have to deal. It would also be 
expected to count those in each category and gather them, whether fresh 
from issue or limp from usage, in containers for the respective banks, 
Good progress has been made and there is every likelihood of such machines 
being placed within a year or two in large centres to take over much of 
the manual work of note segregation. Investigation to date has shown 
that identification, separation and counting of a mixture of notes can readily 
be done at considerable speeds, but the movement in satisfactory form of 
very limp and well-worn notes to their proper compartments is much less 
easy to achieve. 

The major changes of the new age are focused on two aspects, (1) cen- 
tralized schemes for recording current accounts, and (2) automatic handling 
of cheques. The benefits aimed at in centralization are economy in staff, 
reduction of the salary bill, saving in highly assessed floor space, lessening 
of noise, and the long-term gain from switching to a machine that does 
not need to be pensioned from personnel who do. Even in Scotland, 
where the volume of business is generally taken as only one-tenth of the 
English figure, there is room for basic alternatives in policy—primarily on 
the question of the employment of a computer compared with advanced 
accounting machines, say on punched card lines. The argument for the 
installation of an expensive computer as a preliminary to a gradual transfer 
of work, branch by branch, to a central point has much to commend it in 
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commercial usage since otherwise there is a tendency merely to mechanize 
existing methods and arrange the computer programme to suit these. In 
many businesses the opportunity to make a completely new appraisal of 
routine could result in new procedures and the elimination of redundancies: 
Such circumstances, however, are different in essence from banking, where 
only a simple arithmetical book-keeping function is involved, the most 
onerous feature of which is its repetition. By using less powerful accounting 
machines a “‘ snowball ’’ system can be built up, gradually increasing the 
speed, scope and power of the central unit as more and more branches are 
added and a full computer stage reached by development. 

In Scotland the existence of small remote branches adds further diffi- 
culties to any extensive and simultaneous establishment of centralized 
arrangements in sufficient mass to warrant the employment of a computer. 
Consequently a gradual development of centralization is to be expected 
either towards one point or towards a number of separate groupings with 
an adequate recording unit for each. Either method will have the merit of 
consolidating experience at every stage without the capital expense and 
maintenance costs of the large capacity unit from the beginning. The 
gradual development towards one point can also be made to have the 
benefit, which even the availability of a computer lacks, of there being a 
- duplicate machine available while another is being serviced. 

One of the most important and difficult aspects of centralized working 
lies in the arrangements for the transmission to the centre of documents 
affecting customers’ accounts (pay-ins and cheques) or necessary informa- 
tion describing them. Under present requirements for the time allowed 
for negotiation of cheques and also to maintain the traditional service to 
customers, information for a central unit beyond the scope of contact by 
messenger will almost certainly be transmitted by telephone or telegraph. 
Whatever the method, however, it should be appreciated that the intake of 
information from a number of points perhaps two or three times a’ day 
presents a complicated manoeuvre that involves adjustments to cover the 
undoubted differences in circumstances and rhythm of work at individual 
branches. 

A further important variation between competing procedures concerns 
the information about his customers’ accounts available to a branch manager. 
One system provides a temporary statement for each day on which a trans- 
action has occurred on any account. A duplicate is available to the 
customer, if he so desires, pending receipt of his periodic statement. Another 
envisages providing the manager each day with a list of the names and 
balances, but without details of individual transactions, on all accounts 
which have undergone an alteration that day. 

The second large division of automation investigation that has received 
much attention during the past few years concerns the requirements, use 
and provision of a form of electronic cheque sorter. A primary require- 
ment is the provision of magnetized ink markings on all cheques. With 
this as a basis, leading business machine manufacturers are now vying 
with one another in demonstrating prototype equipment capable of dealing 
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with cheques at speeds in the region of 1,500 each minute. A decision on 
which of three codes of ink markings should be adopted in Great Britain 
would be quickly followed by nation-wide arrangements for imprinting all 
cheques with the necessary details of bank, branch, account number and 
amount. It is envisaged that a cheque-sorting machine may also be used 
as an adjunct to a current account-recording unit, thus providing a complete 
automation procedure. Customers’ cheques would be fed into the machine, 
read electronically, sorted and recorded in the customers’ accounts. 


Ten Years Hence 


Having covered the picture as it appears to be developing it may be an 
interesting exercise to suggest what it may be like in ten years’ time. 
Leaving aside the distinct probability that a fair amount of banking turnover 
then will be represented by credit transfers, the form of cheques will 
include a margin along the bottom edge on which the cheque printers will 
have recorded in metallic ink a coding representing the bank and branch. 
This ink will be capable of being magnetized just before passing under an 
electronic reading eye which will note its signal. Most offices are likely to 
be included in centralized arrangements and will add a customer’s account 
number on the appropriate division of the metallic ink line. When the 
cheques return to the branch they will frequently have the amount of the 
cheque duplicated on this line. This will have been added at some stage 
in negotiation, perhaps at branch waste or journal entry or as a preliminary 
to clearing. 

Electronic sorters, operating at the speeds presently envisaged, will be 
dificult to employ economically, particularly where Scottish banks are 
concerned. ‘The sorters in production at present are capable of handling 
all the cheques passing through the clearing departments in two to three 
hours each day, leaving surplus time when the machine could deal with 
individual branch cheques, sorting them into account number order and 
providing input to some form of central recording unit. Whether this 
input will take the form of a direct cable link from the sorter’s reading 
mechanism or an indirect temporary recording on magnetic tape depends 
on the particular system adopted. In Scotland, installation may involve a 
unification of the two traditional clearing centres, Edinburgh and Glasgow, 
in order that all cheques at present routed through either point may pass 
under the scrutiny of the electronic eye and obtain the maximum advantage 
of electronic reading. 

If the majority of cheques were dealt with in this way the remainder of 
the cheques and pay-ins passing over the counters of offices within the 
field of the central unit may be recorded on perforated paper tape as a 
by-product of the waste operation at each office and thence transmitted by, 
say, Telex to the centre to join up with the record prepared as a result of 
the cheque-sorter segregation for the branch. 

Most of these changes will take place behind the scenes and will affect 
the public comparatively little, but branches included in a centralized 
system -will change in a number of ways. The branch office will become 
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a counter, an enquiry post, a place for interviewing customers and lending 
money. The noisy accounting machines will have gone and with them 
most of the checking and balancing as well as the preparation of routine 
returns that involves much highly-paid time at present. 

This will have two important results. First, two probable developments 
under discussion at the present time—the payment of wages to bank 
accounts and the encouragement of credit transfers—both envisage much 
greater pressure at branch counters. The scope for increasing counter 
space in the great majority of offices is very limited, but if space behind 
the counter can be saved by the removal of bulky and noisy machines from 
branches it may be possible to enlarge the counter area by a mere reorganiza- 
tion instead of by a drastic reconstruction of offices. Furthermore, the 
day of the small office may not be so nearly at an end as has been assumed. 
Secondly, the manager of a small branch has many supervisory functions 
to undertake at present in addition.to his work of interviewing customers 
and managing the branch. Since the introduction of personal loans two 
years ago the managers of many offices have been under pressure. If 
accounting machines can relieve them of much supervisory work they will 
have more time for the more remunerative and more interesting work of 
lending and controlling advances. It should be remarked at this point that no 
.scheme of centralized accounting so far envisaged will remove authority 
from the branch manager. His status will be enhanced rather than 
diminished by automation. He will continue to control his own business 
and to decide whether a cheque is to be paid or returned. 

The adoption of new techniques will be greatly assisted, however, if the 
time available for such decisions can be increased and one may venture to 
forecast that within the ten years we are considering it will have become 
permissible for a further day or two days to be allowed in the negotiation 
of documents. In these circumstances, postal lines of communication 
involving ordinary lists with account number and other details where 
required will be sufficient. Otherwise, however, delivery to Telex ter- 
minals will be necessary for communication with the central unit and it 1s 
expected that the increased speed of this method will by then readily cope 
with all the requirements such a widespread recording system will entail. 
At the central point the information, whether by list, by punched paper 
tape or by magnetized tape, will be converted into magnetic tape for opera- 
tion through a computer, including a high-speed printing unit for production 
of accounts and statements. 

It may be expected that computers at that time will be much faster than 
at present and will occupy appreciably less space. Experiments towards 
both these ends at present involve the use of transistors in place of valves 
and chemical storage or memory units (based on molecular patterns) in 
place of electrical drums. It is possible that other aspects of the branch 
work will be adjusted to enable the computer to carry through additional 
functions at the central point—possibly the book-keeping of savings accounts. 

Standing at the present point of time where advanced calculating machines 
and computers are already performing the functions mentioned, where the 
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Bank of Scotland is recording centrally in Edinburgh the current accounts 
of a number of offices, including Dunfermline and one of their largest 
Glasgow offices, George Square, by the use of Telex communication, there 
is nothing impracticable in the picture outlined. Indeed, with the speed of 
development in the field of automation at present in ten years’ time we 
could be as much ahead of our present ideas as automation, as we under- 
stand it now, is ahead of manually written ledgers. The hopeful feature, 
so far as Scotland is concerned, is that present and impending developments 
should not involve scrapping the best features of our traditional system 
but on the contrary will make it possible for these to be maintained. 





The Fruits of Freedom 


By F. S. TAYLOR 


HE publication of the evidence given before the Radcliffe Com- 
mittee by the Committee of Scottish Bank General Managers. 
provides a picture of what, for bankers, were “ the dreary ’fifties ”’. 
The statistical section provides, for the first time, monthly balance- 
sheet figures for the Scottish banks from 1951 to 1958. One would hope 
that no succeeding period of eight years will see so little movement in 
bank assets and liabilities. ‘Taking the December figures for 1951 and 
1958, the development of the Scottish banks appears as follows :— 


ALL SCOTTISH BANKS 
1951 1958 
£ millions 
Deposits me a e 754.4 791.3 
Advances ‘5 yy 8 214.5 228.0 
Investments... id - 378.2 349.1 


During this same period, the balance sheets of almost every other business 
reflected the great increase in economic activity. ‘The only item in the 
balance sheets of the Scottish banks that increased substantially was “‘ notes 
in circulation’, the only form of money that escaped the credit squeeze. 
These rose from {£77 millions in 1951 to £120 millions in 1958. 

| The figures for 1959 are far more encouraging. Unfortunately the 
Radcliffe Committee’s recommendation that the Scottish banks should 
publish monthly statistics has not yet been implemented, and the com- 
mentator is still dependent on figures from annual balance sheets. Even 
more unfortunately, publication of the accounts of the Bank of Scotland is 
to be deferred beyond the date anticipated when this article was planned 
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and comparisons with aggregate figures for the five banks in previous years 
is therefore impossible. ‘The value of such comparisons is, however, always 
questionable because of the different dates (ranging from September 30 
to February 28) at which the accounts are drawn up. Individual figures of 
those banks whose accounts are available are of more than usual interest 
at the end of this first full year of freedom. The salient figures are sum- 
marized in the series of tables appended to this article and comparisons are 
also given with the figures for 1938—the last year of the old freedom. 

The variation in the increase shown in the past year illustrates the hazards 
of using balance-sheet figures, but the comparison with 1938 provides 
firmer ground. It shows a much slower rate of growth in resources by the 
Royal Bank than by the others and this picture would not be altered if the 
figures of the Bank of Scotland were included. The outstanding growth is 
that of the National Commercial Bank, a very large proportion of which 
has taken place in the past year. 

A somewhat different picture is formed, however, if the relationship 
between advances and deposits is considered. The percentages shown in 
the main tables of assets on page 264 are calculated in terms of deposits 
plus notes, which is a convenient (if not entirely satisfactory) aggregation in 
measuring liquidity, but of little value in considering the resources available 
for lending. Before the war the note issues were only 7 per cent of deposits, 
by 1958 they had risen to 15 per cent. As Mr Macdonald, the chairman 








MONEY MATTERS 


Investing in a Building Society 


The PLANET, a founder member of the Build- 

ing Societies Association, was one of the first 

Building Societies to be given TRUSTEE status 

for its deposits. 

1 The PLANET was established in 1848 and it 
ome % has been under the same management for over 
9 NET @ quarter of a century. 
The PLANET has asseis of well over £11,000,000 
PER ANNUM and Reserves exceeding £500,000. 
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on investments for the satisfactory employment of its Funds. 
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of the National Commercial Bank, points out in an earher article, 
only a small fraction of the note issues is available for lending. It is 
deposits that a banker considers in deciding whether or not advances can 
be expanded. The percentages for both advances and investments have 
therefore been re-calculated for the table of advances and investments on. 
page 262, which shows that the banks now require to hold in liquid assets. 
a much larger proportion of their deposits than in pre-war days. In 1938 
84 to 94 per cent of deposits could be employed in investments and advances; 
in 1959 the proportion was 66 to 77 per cent. The table also shows clearly 
that the Royal Bank of Scotland has always enjoyed a higher ratio of 
advances to deposits than has any other bank but has also maintained a 
higher liquidity ratio. ‘This probably stems from its unusually large London 
business resulting from the take-over, many years ago, of Drummonds 
Bank and the Western Branch of the Bank of England. 

The very large increase in National Commercial Bank’s advances has 
brought its ratio, for the first time, substantially above that for investments, 


DEPOSITS 
(£ millions) 
Increase % 


1938 1958 1959 1938-59 1958-59 
149 8 


British Linen .. ud 35.6 81.5 88.6 oy 

National Commercial . ac 83.0 226.9 236.2 185 4.1 

Clydesdale & North .. ep 64.7 176.0 183.3 183 4.1 

Royal .. bj oa 69.9 134.8 137.2 96 1.8 
ADVANCES 


(£ millions) 
crease % 


Inc 
1938 1958 1959 1938-59 1958-59 
193 23 


British Linen .. - 10.5 26.2 32.3 

National Commercial . ap 25.7 65.8 96.0 274 45 
Clydesdale & North .. ee 20.5 48.5 56.2 174 16 
Royal .. : a ni 28 .4 46.2 60.0 111 30 


but the investments of both the British Linen Bank and the Clydesdale & 
North Bank (whose total was almost unchanged in 1959) are still above 
40 per cent of deposits. 

These figures reflect differences in the characteristics of each bank’s 
business—some banks, for example, having a larger share of agricultural 
customers and a smaller stake in, say, the heavy industries. They must 
also reflect the different responsibilities of the banks. The Royal Bank, 
as head of the three banks’ group, may be assumed to have some responsi- 
bility to help its partners in times of pressure on liquidity. Similarly, the 
National Commercial Bank is, in part at least, the source of liquidity for 
its large hire-purchase subsidiary. Conversely, the banks that are sub- 
sidiaries of ‘‘ Big Five” are able to work on a smaller liquidity margin. 

Published net profits shown in the accompanying tables have been adjusted 
by adding the tax on dividends and deducting appropriations to staff pension 
and widows’ funds. The banks that show the greatest increases in resources: 
and in lending are not those whose profits have risen most. The high ratio of 
advances to deposits of the Royal Bank is reflected in its consistently higher 
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rate of profit, but this must derive even more from its investments in sub- 
sidiary banks. Its net dividends from these rose from £170,000 in 1938 
to £456,000 in 1959. Similarly, the great increase in the profits of the 
National Commercial Bank between 1958 and 1959 is due to its hire- 
purchase subsidiary. The net dividend of £344,000 from Lloyds and 
Scottish Finance represents almost 25 per cent of the bank’s net profit of 


ADVANCES AND INVESTMENTS 
Percentage of Deposits 
1938 1958 1959 
Ad- Invest- Ad- Invest- Ad- _ Invest- 
vances ments vances ments vances ments 
32 50 36 41 


British Linen... ‘a oi 30 60 

National Commercial .. me 31 57 29 43 41 29 
Clydesdale & North... ae 32 62 22 48 31 46 
Royal 1 He ae a 45 43 34 30 44 22 
Bank of Scotland va re 28 64 31 43 — — 


£1,447,000. Subsidiaries, however, do not account for the better-than- 
average increase between 1938 and 1958 shown by the Bank of Scotland, 
and its new issue of stock during the year would lead one to expect that 
its profits showed a further substantial increase in 1959. 

The smallest increases in profits are shown by the two banks affiliated 
to clearing banks, which suggests that it may have been a matter of policy 
for them to build up inner reserves rather than distribute profits. One 
cannot in fact draw any firm conclusions from figures of published profits 
in ignorance of the appropriations to inner reserves—still less use them as 
a basis for prediction. But a higher return can be obtained from funds 
invested in subsidiaries than from gilt-edged securities, or even from 
advances, and thus all the banks should benefit, to a greater or less degree, 
from their recent investments in hire-purchase companies. 

Nineteen-fifty-nine was notable not only as the first full year of the new 
freedom but also for the conclusion of the amalgamation between the 
Commercial Bank of Scotland and the National Bank of Scotland, which 
had been in process of negotiation for two years. The new bank becomes 
the largest in Scotland, with resources of almost £300 millions. Its first 


PROFITS 
Percentage Increase Profit as % of 
Over 1938 Resources 

1958 1959 1938 1959 
British Linen .. vi = re -—10.6 8 0.79 0.33 
National Commercial . . cu es 22 100 0.73 0.50 
Clydesdale & North .. a sa —12 18 0.74 0.31 
Royal .. od ea os ie 44 58 0.94 0.72 

Bank of Scotlan a i wa 45 — 0.75 — 


profit statement was accompanied by the news of a “ rights ” issue of one 
10s share, at 25s, for every two held. This will increase the capital to 
£9.7 millions and the total of capital and reserves to over £20 millions— 
a figure more in keeping with its new size and also with its investment in 
hire-purchase, which appears in the balance sheet at £5.5 millions but which, 
the chairman stated, is to be increased this year. Earlier, in August, the 
Bank of Scotland had made a “‘ rights ” issue of one-for-five at 50s per £1 
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of stock and, at the same time, a capitalization issue in the same ratio. 
This raised £2} millions and will bring the capital and reserves to over 
£12 millions. A final dividend of 8 per cent, announced last month, main- 
tains the 1958 rate on the larger capital—effectively increasing the distri- 
bution by 14 per cent. In December the Royal Bank of Scotland announced 
a one-for-four issue of £3 per {£1 of stock, to raise £5 millions, of which 
£1.6 millions goes to capital and {1.7 millions to reserves, bringing the 
total of each to £7.6 millions. The remaining {1.6 millions is to be added 
to inner reserves—a reminder that the bank operates under its own Royal 
Charter since, otherwise, the stock premium would have to be shown 
separately in the balance sheet. At the new level, capital and reserves will 
provide more generous cover for the bank’s investments in subsidiaries, 
trade investments and property. 

Thus the Scottish banks enter the ’sixties in much better trim than they 
approached the ’fifties. Then the first post-war amalgamation had just 
been announced; now the number of banks, formerly eight, has been 
reduced to five, each of which has a much better earning capacity than ten 
years ago. Problems remain, but the vigour with which the managements 
have seized the opportunities opened to them and the progress they have 
made in the short period since July, 1958, show promise that the next decade 
will offer a marked contrast to its dismal and frustrating predecessor. 


The Bank Balance Sheets Analysed 


I—LIABILITIES 


(£ millions) 


























LATEST 
CAPITAL AND RESERVES* DEPOSITS ACCOUNTS 
1938 1957 1958 1959 1938 1957 1958 1959 
Bank of Soctland.. 8.2 9.4 9.5 ma. 71.1 168.1 173.4 ma. 28. 2.59 
Royal - .. O88 4.5 1.7 12.3 @.S 28.8: toe.8 fe7.2 | See 
British Linen 3.9 480 8€.0 43 3.6 F.7 -B:d: Ce eae 
Nat Commercial .. 9.2 12.2 12.4 14.1 83.0 220.7 226.9 236.2 31.10.59 
Clydesdale & North 6.0 6.5 6.5 6.5 64.7 175.4 176.0 183.3 31.12.59 
35.4 43.6 44.1 na. 324.3 763.0 792.6 nm.a. 
34.64 37.2F 619.2¢ 645.3F 
NOTES ACCEPTANCES AND DRAFTS 
1938 957 1958 1959 1938 1957 1958 1959 
Bank of Scotland 6.0 27.6 27.8 n.a. o> mae Hut n.a. 
Royal .. ae .. > ee. Bae ae 43 @Mi8 28 tua 
British Linen .. co 3 et ee (Ree ae Son 3.3 2.5 3.2 
National Commercial .. 6.6 35.3 36.0 37.2 7.2 130.6 9.1 9.5 
Clydesdale & North 2 we 2a ee a 8.8 8.5 9.9 
23.7 118.8 119.9 ~~ ma. ms ©6 6D. UMS n.a. 
92.1¢ 94.7F 42.94 29.8+ 
| Millions _ Miaillions 
Torat Deposits (Four Banks) £645 .3 TotraL Nores (Four Banks) ... £93.7 
Increase over 1938 155% Increase over 1938 429% 
Increase over 1958 3.4% Increase over 1958 1.8% 


* Including carry-forward. 
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+ Four banks only. 
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AMERICAN REVIEW 





rumours—that had been current for 

some weeks—of an impending re- 
treat from tight money by the Federal 
Reserve Board received their first con- 
crete support. The Fed made no 
attempt to mop up the unseasonable 
liquidity of the money market and thus 
resist the strong downward pressure on 
interest rates. On the contrary, by 
making substantial purchases of bills it 
added significantly to the abundance 
of funds—a reflection of the high 
liquidity of the business community at 
the moment—and by so doing rein- 
forced, both directly and psychologic- 
ally, the pressure on money rates. Its 
actions were reflected in a sharp decline 
in the borrowed reserves of the com- 
mercial banks. ‘The money market 
clearly took this as a sign of relaxation: 
the three-month Treasury bill rate 
dropped from 4.278 per cent at the 
last tender in February to 3.033 per 
cent on March 21—market dealings in 
the following days carried the rate 
below 3 per cent—and the six months’ 
rate from 4.458 per cent to 3.176 per 
cent over the same period. 

It is difficult to believe that the Fed’s 
action was determined by any fears of 
industrial recession, fears that had held 
Wall Street in their grip in the pre- 
ceding month. The fall in the index of 
industrial production in February—to 
167 from the revised figure of 168 for 
January (1947-49= 100) was rather less 
than most observers had expected. 
The fall was more than accounted for 
by cut-backs in automobiles and other 
consumer durables, the production 
schedules of which had been pitched 
far too optimistically in January. Pro- 
duction in most other industries reached 
new peaks in the month. Employment 


|: the middle of last month the 
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rose to a new February record of 
64,500,000 and the seasonally-adjusted 
figure of unemployment—3,900,000— 
was the lowest recorded since 1957. 
Nor does the latest forecast of busi- 
ness spending imply any down-turn in 
the economy in the months ahead. An 
official survey of investment plans pub- 
lished last month indicated that business 
corporations plan to spend some $37,000 
millions on new plant and equipment this 
year—$4,500 millions, or 14 per cent, 
more than they spent in 1959. Manufac- 
turing companies plan to step up their in- 
vestment by 25 per cent. ‘The most en- 
couraging feature of this latest survey, 
perhaps, is that it showed a substantial 
upward revision of plans since last 
autumn—when a similar survey by 
McGraw-Hill indicated increases of 
around 10 per cent for industry as a 
whole and 19 per cent for manufactur- 


ing. 
Trade Balance Improves 


Psychologically at least, the authori- 
ties’ room for manoeuvre has been 
perceptibly increased by a welcome 
improvement in America’s balance of 
payments. On the basis of returns to 
date it is expected that US exports of 
goods and services may reach $6,300 
millions (seasonally adjusted) in the 
first quarter of this year, a rise of $400 
millions on the fourth quarter of 1959. 
Imports of goods and services are 
expected to be about $50 millions 
lower at $5,850 millions. This im- 
provement in the balance of payments 
has been reflected in the slowing down 
of the outflow from the Treasury’s gold 
stock. In the first twelve weeks of this 
year the stock declined by only $47 
millions. The need to strengthen the 
balance of payments was stressed last 
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M.1.C.R.“ AUTOMATION EQUIPMENT THAT SORTS 


UP TO 1,560 PAPER DOCUMENTS PER MINUTE 
BY READING MAGNETIC INK CHARACTERS 





Burroughs 
New Sorter-Reader 


At the Business 
Efficiency Exhibition 
Birmingham — Stand 90 










To meet the important ueed of Banks and 
other business concerns for increased office 
efficiency, Burroughs have produced the 
unique B101 Sorter-Reader. This new busi- 
ness machine brings automation to the 
most burdensome job of sorting large 
volumes ofdocuments—suchas Bank cheque 
sorting. The new Sorter-Reader operates by 
reading characters encoded on documents 
in magnetic ink. 

In addition to its normal job of document 
sorting, the equipment may be synchroniz- 
ed with the automatic record processing of 
Burroughs Visible Record ComputerSystem 
(small picture), or larger Tape Computer 
Systems. A new concept of accounting 
procedure—from paper handling to book- 
keeping records—is thus provided by these 
new systems. 


*Magnetic Ink Character Recognition 


Full details available now from Burroughs, 
356/366 Oxford Street, London W.1. (Tel: 
HybDe Park 9861.) 


For banking & business—Burroughs B101 Sorter- 

Reader 

1 Sorting speed—1,560 cheques or other paper docu- 
ments a minute. 

2 Can be loaded and unloaded while sorting at maxi- 
mum speed. 

3 Automatically reads and sorts documents of vary- 
ing sizes and thicknesses. 

4 Flexible programming reduces number of sorting 
passes, allowing more rapid segregation of high- 
volume categories into special pockets. 

5 Combines digital sorting with the input to data- 
processing when used undertheccntrolofBurroughs 
Visible Record Computer (small picture). 

6 Carefully planned design permits efficient operation 
within a distance of only 9 ft. 





SEE Burroughs FIRST B 


NEW DIMENSIONS IN ELECTRONICS AND DATA PROCESSING SYSTEMS 
Burroughs Adding Machine Limited, Avon House, 356-366 Oxford Street, London W.1. Telephone: HYDe Park 986! 
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month by President Eisenhower when 
he inaugurated a new export drive in a 
special message to Congress. The 
President called for a “ vigorous effort 
by both Government and business to 
improve 6ur capacity for international 
competition ’’. Official estimates appear 
to envisage an overall deficit of around 
$2,500 millions this year, compared 
with a deficit of $3,700 millions in 1959. 


millions cash operation expected early 
in April the Treasury would not test 
the market by issuing bonds with a life 
of more than five years. Meanwhile, 
the authorities and the money market 
await the fate of the compromise pro- 
posal accepted by the Ways and Means 
Committee of the House of Repre- 
sentatives in February that would permit 
the issue of bonds with a coupon of 


more than 4} per cent in certain speci- 
fied circumstances—notably for advance 
refunding and, up to an annual limit 
of 2 per cent of the national debt, for 
cash where the President himself stated 
that the waiving of the ceiling was 
necessary for the health of the economy. 


The fall in short-term rates has been 
echoed in the bond market, where the 
average yield on long-term Treasury 
bonds—which topped 4.5 per cent at 
the beginning of the year—declined to 
4.0 per cent. The general feeling last 
month, however, was that in its $2,000 


American Economic Indicators 
1958 


Dec 


1959 





1957 1958 





1956 


Production and Business: 
*Gross national product (billion $) .. 419 443 442 — 
*Industrial production (1957=100) .. 99 100 99 100 
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*Gross private investment (billion $).. 67.4 66.6 54.9 — — — — 

*New plant and equipment (billion $). . 35.1 37.0 305 — _ — 35.3 

*Construction (billion $) Me 45.8 47.8 48.9 53.7 52.0 54.4 55.6 
Housing starts (000 units) 93.2 86.8 100.8 91.0 83.7 75.9 76.6 

*Business sales (billion $) 54.8 56.3 54.0 57.4 60.9 61.3 — 

*Business stocks (billion $) 89.1 90.7 85.1 85.1 89.4 904 — 
Merchandise exports (million $) 1,591 1,738 1,448 1,514 1,674 — — 
Merchandise imports (million $) 1,051 1,082 1,069 1,253 1,478 — — 

Employment and Wages: 

*Non-farm employment (million) 51.9 Sa.4 335 fee Sa8 S29 338 
Unemployment (000s). . .. 2,822 2,936 4,681 4,108 3,577 4,149 3,931 
Unemployment as % labour force .. 4.2 4,3 6.8 6.0 5.2 6.1 5.7 
Hourly earnings (mfg) ($) 198. 2247 233 259 227 2239 22 
Weekly earnings (mfg) ($) 79.99 82.39 83.71 88.26 92.16 92.29 90.97 

Prices: 
Moody commodity (1931 = 100) io =. 2 ae ee 
Farm products (1947-49 = 100) 88.4 90.9 94.9 90.7 85.9 86.5 87.0 
Industrial (1947-49=100) .. 112.2 125.6 126.0 127.2 128.6 128.8 128.8 
Consumers’ index (1947-49 = 100) 116.2. 120.2 123.5 123.7 125.5 125.4 — 
Credit and Finance: 
Commercial bank loans (billion $) 90.3 93.9 98.0 98.0 112.0 109.6 110.6 
Commercial bank investments (billion $) 74.8 76.2 86.6 86.6 79.0 77.9 75.6 
Money supply (billion $) .. 226.4 232.3 247.5 247.5 251.6 246.8 244.4 
Consumer credit (billion $) 42.0 44.8 45.1 45.1 52.0 514 — 
Treasury bill rate (°%).. 2.66 3.27 1.84 2.81 4.57 4.44 3.95 
3.43 3.80 4.27 4.37 4.22 


US Govt Bonds rate (% ) 3.08 
Federal cash budget (+ or 2 (mill $) + 5,524 +1, 194 —7,286-7,138 — 
US Treasury gold stock (million $) . 21, 949 22, 781 20, 534 20, 534 19,456 19, 454 19 420 


NorTeEs.—Starred items are seasonally amounts outstanding at the end of the 





adjusted. Latest figures are preliminary period. Moody’s commodity index shows 
or estimated. Yearly figures are given for 
gross national product, private investment 
and new plant for 1956-58 and then quar- 
terly figures at annual rates. Construction 
figures show monthly averages 1956-58. 
Business stocks, money supply, bank loans, 
consumer credit and gold stock show 


high and low 1956-58, and end-month 
levels. Money supply is total deposits 
plus currency outside the banks. Budget 
figures are cash totals. Quarterly figures 
are throughout shown in the middle 
month of the quarter. Treasury bill and 
bond rates are average for month or year. 
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ARAB LEAGUE 


New Arab Pipeline—The oil com- 
mittee of the Arab League has approved 
plans for an Arab-owned pipeline from 
the Persian Gulf to the Mediterranean. 
The cost of the project has been put at 
£137 millions. 


Development Fund—The committee 
has sent back to its member governments 
for further study a plan whereby 5 per 
cent of gross oil revenues would be 
paid into a special fund for financing 
development schemes in non-oil-pro- 
ducing Arab states. 


ARGENTINA 


Reserves Improve—The balance of 
payments continues to improve; the 
official gold and foreign exchange re- 
serve, which recovered from less than 
US $200 millions to almost $400 mil- 
lions in 1959, increased by a further 
$100 millions in January and February. 
The budget deficit, however, continues 
to cause concern, since the Government 
is having to resort to note-printing on a 
large scale to cover it. 


AUSTRALIA 


Imports Freed— Mr Menzies an- 
nounced at the end of February, the 
abolition, with effect from April 1, of 
almost all restrictions on imports, as 
part of a four-point plan to curb infla- 
tion. The other three main points of 
the policy were (i) to keep down costs 
and prices, (ii) to avoid a budget deficit 
this year, and (iii) to restrain the growth 
of bank liquidity (to this end the Reserve 
Bank had increased the reserve deposit 
ratio of the trading banks). Although 
the balance of payments is still favour- 
able and industrial production has con- 
tinued to rise, the increase in overall 


demand is outstripping the increase in 
resources, and costs, particularly wages, 
have been rising ominously. 


AUSTRIA 


Dearer Money—The Bank rate was 
raised by } per cent to 5 per cent in 
mid-March. The adjustment was 
prompted partly by the stresses on the 
country’s external payments due to 
dearer money in neighbouring countries 
and partly by the inflationary implica- 
tions of economic re-expansion. 


BELGIUM 


Successful Conversion—A conversion 
loan operation on the Swiss capital 
market associated with the redemption 





MR ERICH MIKSCH 
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on maturity of the 4 per cent loan 
raised there in 1948 for financing the 
Belgian railways was a complete success, 
a new 43 per cent bond issue for SwFrs 
50 millions being fully subscribed. 


CANADA 


Progress Too Rapid—The Governor 
of the central bank, Mr James Coyne, 
continued, in his annual report, his 
recent campaign against relying heavily 
on external finance for development. 
The country should, he said, learn to 
live within its means. In his view 
Canada was trying to do too much too 
fast with a resulting huge deficit on its 
current payments—that showed no signs 
of diminishing—a large and growing 
volume of foreign debt, and a growing 
degree of foreign predominance in 
Canadian business. 

The Government is said to have been 
impressed by these criticisms, although 
it is unlikely to take any drastic steps to 
slow down the rate of foreign invest- 
‘ment in Canada; it is possible that it 
may re-shape its tax policy to reduce 
the present encouragement to foreign 
capital and thus help to lower the 
premium on the Canadian dollar (which 
now stands at about 5 per cent on the 
US dollar) and to stimulate exports. 


Rising Investment—The Minister for 
Trade, Mr Gordon Churchill, has esti- 
mated that capital investment in all 
sectors of the economy will amount to 
$8,770 millions in 1960, an increase of 
4 per cent on the 1959 level. ‘The 
investment programme, he said, was 
consistent .with the sound and orderly 
growth of the economy. 


Proposed Car Quota—A committee 
representing the main automobile pro- 


ducing firms has been pressing the 
Government to fix the volume of imports 
of motor vehicles. Once the limit had 
been reached, foreign manufacturers 
would be permitted to expand their sales 
on the Canadian market only by estab- 
lishing plants in the country. 


CENTRAL AFRICAN 
FEDERATION 


Credit Relaxation—Continuing official 
concern over the danger of recession has 
been reflected in the lowering of the 
reserve requirements imposed on the 
commercial banks and accepting houses 
from 8 per cent to 6 per cent. The 
adjustment is expected to free about 
£1.6 millions for expanding credit. 


CZECHOSLOVAKIA 


Czech Bond Talks—A mission led by 
the head of the Foreign Division of the 
Ministry of Finance arrived in London 
towards the end of February for talks 
on the resumption of payments on Czech 
bonds that went into default in 1959. - 


EUROPE 


Freer Capital Movements— The Com- 
mission of the European Economic 
Community has drawn up a plan for 
submission to the Council of Ministers 
designed to establish a much wider 
measure of freedom for capital to move 
between countries of the common. mar- 
ket. Only “‘ hot money ”’ transfers: will 
remain subject te full restriction if the 
scheme is put into effect. 


FRANCE 


Credit Squeeze—A directive issued by 
the Bank of France to the commercial 
banks calling upon them to observe 
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prudence in the provision of credit 
facilities seeks to counter inflationary 


‘ tendencies. Though no precise squeeze 
-instructions have been given to the 


‘banking system, the continued growth 
of the internal demand for goods could 
compromise the recovery in the coun- 
try’s balance of payments. A number of 
trade liberalization measures introduced 
earlier in respect of goods originating 
in the dollar and OEEC areas have 


now been given universal application. 


GERMANY 


Tax Tightening — The Government 
gave its approval in mid-March to tax 
adjustments to strengthen the budget 
and to reinforce the work of the credit 
squeeze in preventing over-expansion. 


Tighter Credit—The Bundesbank fol- 
lowed up the raising of the commercial 
banks reserve requirements in February 
by two increases, in quick succession, of 
s per cent each in its bill and bond 
rates. This brought the three-months’ 
Treasury bill rate up to 4 per cent. 


Production Still Rising—Figures re- 
leased by the Ministry of Economics 
show that the rate of expansion of pro- 
duction continues to move up. In 
January output was 143 per cent above 
the level for a year earlier, whereas the 
monthly increases shown during the 
final quarter of 1959 averaged 10 
per cent. : 


GHANA 


First Tender—The launching of the 
new ‘Treasury bill issue passed off 
quietly. It was successful—the whole 
of the £2 millions of paper offered at 
the first tender at the end ‘of February 
was taken up. The rate of discount was 
4% per cent, this having been fixed by 
the authorities—close to the ruling 
London rate for UK Treasury bills. 
The bills were very largely absorbed by 
the local commercial banks. 7 

The Bank of Ghana’s rediscount rate 
for the new bills was fixed § per cent 
higher than the allotment rate, the bank 
having decided to adopt the Canadian 
practice of allowing its Bank rate to 
fluctuate in line with Treasury bill rate. 


GREECE 


London Visit—A trade mission visited 
London in March at the invitation of 


the British authorities to discuss with 
government officials and business leaders 
ways of enlarging trade between the two 
countries. It was the first contact of its 
kind for many years. 


INDIA 


Budget Deficit—The budget statement 
for 1960-61 presented by the Finance 
Minister, Mr Desai, at the end of 
February showed no changes in income 
tax but increased duties on fuel, liquor 
and certain other imported items in 
order to provide an additional Rs 235 
millions to meet increased defence and 
development costs. The Minister made 
no attempt to balance the budget. The 
estimates provide for a deficit of ordinary 
revenue against expenditure of Rs 604 
millions, and a very large capital account 
arising largely from an expected outlay 
of Rs 8,890 millions to implement the 
second Five-Year Programme. 


INDONESIA 


Russian Loan—At the end of Mr 
Khrushchev’s twelve-day visit to Indo- 
nesia late in February it was announced 
that the Soviet Union would make new 
credit of £89 millions (at the official 
rate of exchange) available to Indonesia. 
The money, which can be drawn over a 
seven-year period, will be used to con- 
struct industrial enterprises, to develop 
atomic energy for peaceful purposes and 
to finance agricultural projects. The 
rate of interest has been fixed at 24 per 
cent, while repayment will be effected 
separately for each project in equal 
instalments over a twelve-year period 
—either in Indonesian goods or in con- 
vertible currencies. 


IRAN 


Financing New Projects—The World 
Bank has approved a loan of $42 millions 
for financing a project on the Dez 
River to provide electric power genera- 
tion, irrigation and flood control in 
Khuzestan Province. ‘Two American 
banks are participating in the loan, with- 
out the Bank’s guarantee, to the extent 
of $600,000. ‘Total cost of the Dez 
project is put at $83 millions. The 
Iran Government has already spent $15 
millions on it and it is expected that 
the Bank’s loan will cover the rest of 
the foreign exchange cost. The credit 
will be serviced from oil revenues 
specifically set aside for the purpose. 
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ISRAEL 


Tax Increases—The Government has 
announced increases of up to 100 per 
cent in customs and excise duties and 
purchase taxes on a wide range of goods. 
The object is to absorb excess pur- 
chasing power and so reduce inflationary 
stresses. It is expected that part of the 
additional revenue will be used to sub- 
sidize exports. It is hoped to double the 
country’s foreign exchange earnings over 
the next four years. 


New Haifa Shipyard—A British ship- 
ping company is said to have offered to 
participate in the financing of the pro- 
posed new Haifa shipyard to the extent 
of £2 millions. The shipyard is to be 
constructed by a Dutch concern and is 
expected to cost £6-8 millions. 


ITALY 


Ex-Im Loan—The US Export-Import 
Bank has granted a loan of $14 millions 
to the Italian airline Alitalia to finance 
_ its purchases of American aircraft. 





JAPAN 


World Bank Loan—The World Bank 
has made a loan of $40 millions to the 
Japanese Highway Public Corporation 
for the construction of a 45-mile express- 
way linking the metropolitan area of 
Osaka with that of Kyoto. The total 
cost is estimated at $131 millions. 
The loan is for a term of 23 years at 
61 per cent, including the 1 per cent 
commission which is allocated to the 
Bank’s Special Reserve. Amortization 
will begin in April, 1963. 


KENYA 


Agricultural Loan—A _ white paper 
published in the UK on the results: of 
the Kenya Constitutional Conference 
held in London during February refers 
to an undertaking by the British Govern- 
ment to make a loan of £5 millions 
available for agricultural purposes and 
also to assume responsibility for the 
cost of the East African land forces 
from July 1 this year (relieving the 
Kenya budget of outlays of about {1 
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million per annum). It has been sug- 
gested that one of its main purposes 
would be to finance resettlement arising 
out of impending constitutional changes. 


LATIN AMERICA 


Free Trade Area—The agreement 
for the establishment of a free trade area 
for Latin America was finally signed in 
Montevideo at the end of February by 
representatives of Argentina, Brazil, 
Chile, Mexico, Peru, Paraguay and 
Uruguay. The treaty aims at the com- 
plete elimination, within twelve years, 
of customs duties and other restrictions 
on “ essential trade ’’ between the par- 
ticipants (such trade at present repre- 
sents only about an eighth of their total 
international trade). Other objectives 
are to stimulate new exchanges, particu- 
larly of industrial products, to unify and 
amplify markets and to stimulate invest- 
ment from outside the zone. The agree- 
ment comes into operation upon Parlia- 
mentary ratification by a minimum of 
three countries. 


MALAYA AND 
SINGAPORE 


Telecommunications Loan—The 
agreement whereby Britain will lend 
through the ECGD some £2} millions 
to Malaya for the purchase of tele- 
communications equipment was signed 
in London at the end of February. 
The money is due to be repaid by 1969. 


MAURITANIA 


Iron Ore Deposits—The World Bank 
has granted a loan of $66 millions to 
finance the development of high-grade 
iron ore deposits in Mauritania, an 
Islamic Republic in North-West Africa. 


MEXICO 


FBI Report — Prospects for British 
manufacturers in Mexico have been 
analysed in a report prepared by Dr F. 
Chalmers Wright for the Federation of 
British Industries. It points out that 
while direct British investment in 
Mexico at present accounts for only a 
very small proportion of total foreign 
investment, there are promising oppor- 
tunities in a number of fields. It 
suggests that there is little scope for 
consumer goods. 


NEW ZEALAND 


Imports Freed—The promised further 
relaxation of import licensing restrictions 
was. announced in the first half of 
March. It affects some 300 items and 
it has been estimated that the value of 
the extra licences thereby added to the 
1960 schedule is about £15-20 millions. 
The Minister of Customs, Mr Boord, 
said that an effort had been made to 
liberalize consumer goods that had 
previously been severely restricted. ‘Thus 
31 items that were prohibited imports 
have been added to the list. Mr Boord 
also said that the country’s finances were 
now extremely strong and it was possible 
to look forward to a period of industrial 
planning and expansion. 


Cotton Industry Plans—The establish- 
ment of a cotton spinning, weaving and 
processing project in the South Island 
at a cost of £4 millions was announced 
by the Prime Minister, Mr Nash, at the 
beginning of March. He said that the 
initial capital requirement would be £2 
millions rising to £4 millions in eight 
years, and that private interests, home 
and foreign, would operate the mill as a 
joint undertaking. 


NIGERIA 


Treasury Bill Issues—To help launch 
a domestic money market the Govern- 
ment has authorized the central bank to 
inaugurate a Treasury bill issue. A first 
issue of £2 millions of bills will be made 
in April, followed by issues of £1 million 
each in May and June. 


NORWAY 


Seeking Investment—Mr Trygve Lie, 
who has the rank of “special am- 
bassador with the task of attracting new 
foreign capital to Norway’”’, visited 
London in March for discussions with 
British officials and business leaders. 
Subsequently, he stated that he was very 
satisfied with the results. He pointed 
out that the great attraction for foreign 
capital in Norway was the existence of 
the cheapest electric power in Europe 
and a labour force at a reasonable cost 
that was rarely involved in disputes. 


SOUTH AFRICA 


Expansionist Budget—Budget pro- 
posals for 1960-61 presented to Parlia- 
ment at the beginning of March are 
designed to give a boost to economic 
activity. The Minister of Finance, 
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Mr Donges, explained that he was 
anxious to dispel doubts whether the 
overall rate of economic expansion would 
be sufficient to absorb the growing labour 
force unless the Government provided 
some stimulus. 

In a review of the country’s economic 
experience during the past year Mr 
Donges pointed out the striking feature 
—the recovery in the reserves which 
now stood at £152 millions, compared 
with £115 millions a year earlier. ‘This 
was due in part to a decline in imports, 
but also reflected increased foreign ex- 
change earnings from exports of gold 
and merchandise. 


SPAIN 


Ex-Im Loans—The US Export-Import 
Bank has granted loans of $18 millions 
to two Spanish electric power companies 
for the purchase of American equipment. 
They are repayable over 15 years. 


Anglo-Spanish Trade Talks—Arrange- 
ments for Anglo-Spanish trade in 1960 
were discussed between officials of the 
two countries in Madrid in the second 
half of February. The major part of 
Spain’s imports from the OEEC are 
not now subject to bilateral agreement; 
for a number of products that remain 
under such agreements quotas were 
fixed for the present year. In view of 
the trade liberalization measures taken 
by Britain, no provision was considered 
necessary to govern Spanish exports. 


SUDAN 


£6m Textile Mill—A textile mill cost- 
ing £6 millions is to be built in the 
Sudan by a consortium of British firms 
with the help of credit facilities pro- 


vided by British and American sources. 
It is expected to be in full operation by 
1962 with an annual output of 75 
million yards of cloth. 


UNITED ARAB REPUBLIC 


Useful Mission—Mr H. G. Nelson, 
managing director of English Electric, 
who led the seven-man UK _ trade 
mission to Egypt in the second half of 
February, has stated that the visit was 
‘““extremely useful’’. Exploratory talks 
were held with the UAR Ministers and 
officials who will be responsible for the 
implementation of the country’s new 
five-year plan. The findings will be 
circulated among British manufacturers. 


** Suez ” Compensation—The Egyp- 
tian Government has handed over to 
the UK authorities the remaining £24 
millions of the £274 millions it set aside 
under the financial settlement concluded 
in 1959 for meeting losses sustained by 
British firms in Egypt as a result of 
“Suez”. The other £34 millions was 
paid when the agreement was signed. 


USSR 


Exports Rise—A survey of foreign 
trade in 1959 indicates that exports 
rose from 17,200 million roubles to 
21,700 million roubles—in the previous 
twelve months they had fallen by some 
300 million roubles. Imports in 1959 
at 20,300 million roubles were only 
2,900 million roubles above the 1958 
level so that the net out-turn showed a 
marked improvement. ‘There was a 
sharp increase in 1959 in trade with 
China to 8,020 million roubles from a 
1958 level of 6,060 millions. 











GILBART LECTURES, 1960 


UNDECIDED CASES IN 
BANKING 


By MAURICE MEGRAH 


Copies of the Gilbart Lectures for 1960 are available from The Banker, 
Bracken House, 10 Cannon Street, London, E.C.4, Price four shillings 
(including postage) 
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APPOINTMENTS AND RETIREMENTS 


Barclays Bank—Sir Leslie Rowan has been 
appointed a director. Windsor Dist, Local 
Head Office: Mr J. H. Thornton, from 
Peterborough Dist, to be a local director. 
York Dist, Local Head Office: Mr H. M. N. 
Noel, from Cambridge Dist, to be local 
directors’ assistant. Head Office—Advance 
Dept: Mr R. H. Chalker, from Holborn, to 
be a controller of advances (London Dist); 
Premises Dept: Mr A. W. Warnock, from 
Fareham, to be deputy premises manager. 
Chief Foreign Branch: Mr K. G. Tucker to 
be a departmental manager on retirement of 
Mr S. Lloyd-Smith. Birmingham Foreign 
Branch: Mr H. B. Jackson to be manager 
on retirement of Mr W. E. Dawson. London 
—-Leytonstone Rd: Mr S. S. Tatam, from 
126 Bishopsgate, to be manager; Newington 
Green: Mr R. D. Ireland, from Stepney, to 
be manager; Old St: Mr A. G. Fear, from 
Newington Green, to be manager on retire- 
ment of Mr C. J. Hartigan. Bournemouth, 
Old Christchurch Rd and West Cliff: Mr 
J. A. Davies, from Salisbury, to be manager 
on retirement of Mr C. G. Kimber. Cam- 
bridge, Cherryhinton Rd: Mr C. R. Smith, 
from St Andrew’s St, Cambridge, to be 
manager. Congleton: Mr C. Garner, from 
Corn Exchange, Manchester, to be manager 
on retirement of Mr J. R. Lawrence. 
Fareham: Mr N. B. Reid, from Rustington, 
to be manager. Manchester, Pendlebury and 
Irlams-o’-th’-Height: Mr H. Barnes, from 
Middieton, to be manager on retirement of 
Mr W. E. Lea. 

Clydesdale & North of Scotland Bank— 
Dundee, Victoria Rd: Mr J. Dewar, from 
Albert Sq, to be manager on retirement. of 
Mr F. Allan. Glasgow, Cranstonhill: Mr J. 
Macvey to be manager on retirement. of 
Mr A. O. Speirs. 

District Bank—Mr W. E. Brown has been 
appointed assistant general manager (admin) 
and will continue as chief accountant; Mr 
J. C. Hopwood to be principal, Economics 
Dept. Huddersfield: Mr R. H. Fielden, 
from Rochdale, to be manager. 

Lloyds Bank—Head Office: Mr N. S. S. 
Huntly, from Covent Garden, to be a 
general managers’ assistant; TJyveasurer’s 
Dept: Mr W. D. M. Pollock to be treasurer 
on retirement of Mr L. G. Mills. London, 
Covent Garden: Mr R. Barber, from Head 
Office, to be manager. Aylesbury, Dist 
Office: Mr D. H. Sills, from Yeovil, to be 
district manager’s assistant. Birmingham— 
Sparkhill: Mr A. V. Oliver, from Tyseley, 
Birmingham, to be manager in succession 
to the late Mr F. W. Irving; Tyseley: Mr 
H.S. Bryan, from Lichfield, to be manager. 
Martins Bank—Bishop Auckland: Mr R. 
Russell, from Stockton-on-Tees, to be 
manager. Darlington and Newton Aycliffe: 
Mr K. Young, from York Rd, to be manager. 
Evesham (new branch): Mr R. L. Denison, 
from Littleborough, to be manager. Leek, 
Cattle Market: Mr H. Cumberlidge, from 
Chorlton-cum-Hardy, to be manager. 
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Mercantile Bank—Mr C. R. Wardle, chief 
manager, has been appointed a director. 
Midland Bank— Head Office: Mr G. Austin, 
from Erdington, Birmingham, to be a 
superintendent of branches. Overseas 
(Securities Dept): Mr F. N. Rees to be 
manager on retirement of Mr H. D, Ivens. 
London, Golden Sq: Mr R. S. Coleman to 
be manager in succession to Mr P. H. Brice. 
Birmingham—Erdington: Mr D. B. Wilkin- 
son, from Blackheath, to be manager in 
succession to Mr G. Austin; Northfield: 
Mr A. C. Edwards to be manager. Black- 
heath: Mr S. L. Glenn, from Mansfield, to 
be manager in succession to Mr D. B. 
Wilkinson. Corby Town Centre: Mr A. T. J. 
Matthews to be manager. Cross Keys: Mr 
C. G. Hopkins, from Abersychan, to be 
manager in succession to Mr E. D. Thomas. 
National Commercial Bank of Scotland 
—Dalkeith, High St: Mr R. G. Grieve, 
from Forfar, ‘The Cross, to be manager on 
retirement of Mr J. A. O. Kirk. Glasgow— 
Market Branch: Mr G. Newton, from An- 
derston, to be manager on retirement of 
Mr H. A. Kennedy; Anderston: Mr J. 
Wyper, from 22 St Enoch Sq, to be manager. 
National Provincial Bank—Advance Dept: 
Mr P. J. Bromhead, from Birmingham, to 
be an assistant controller. Premises Dept: 
Mr F. G. Cannell to be a premises inspector, 
with managerial status. London—County 
Hall: Mr J. Kelsey, from Beckenham, to 
be manager on retirement of Mr C. H. 
Crockwell; Orchard St Corner: Mr F. H. 
Webber, from Piccadilly, to be manager; 
Strand: Mr H. H. C. Gauld, from Orchard 
St Corner, to be manager on retirement of 
Mr F. H. J. Jennings. Brigg: Mr F. W. 
Garrard, from Market Rasen, to be manager 
on retirement of Mr F. A. Roberts. Bristol, 
Henleaze: Mr L. C. Luke, from Westbury- 
on-Trym, to be manager on retirement of 
Mr S. D. Hurman. Denbigh: Mr A. O. 
Humphreys, from Corwen, to be manager 
on retirement of Mr G. Roberts. 
Westminster Bank—Head Office: Mr 
G. W. M. Carter, from Commercial Rd, 
Portsmouth, to be an inspector of branches; 
Mr B. D. Jacob, from Bedford, to be an 
inspector of branches; Mr N. E. White, 
from Hendon, to be an inspector of branches. 
Overseas Branch: Mr H. N. Hawker to be 
principal, Coupon Dept, on retirement of 
Mr S. T. Hammond. London—Bloomsbury 
(Parr’s): Mr L. R. Cracknell to ‘be sole 
manager on retirement of Mr F. M. Read; 
Lower Sloane St: Mr R. L. Davies, from 
Mayfair, to be manager in succession to the 
late Mr R. C. Hyslop; Stoke Newington: 
Mr E. A. Turner, from Moorgate, to be 
manager; Walthamstow: Mr K. R. Hedger, 
from Stoke Newington, to be manager on 
retirement of Mr H. R. Norman. Cannock: 
Mr E. Dickinson, from Congleton, to be 
manager. Ellesmere Port: Mr A. Fogg, 
from Newcastle upon Tyne, to be manager 
on retirement of Mr T. H. E. D. ‘Turner. 








Averages 
of Months: 
1921 ‘i 


1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 


1931 
1932 
1933 
1934 
1935 
1936 
1936 
1937 
1938 


1939 
1940 
1941 
1942 
1943 
1944 
1945 


1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 


1959: Feb .. 
Mar .. 
April.. 
May .. 
June 17 
July .. 
Aug .. 
Sept .. 
cee .. 
Nov .. 
Dec 16 
Dec 31 


1960: Jan .. 
Feb .. 


* Ten clearing banks for 1921-35, thereafter eleven. 


BANKING STATISTICS 





Banking Trends since World War I* 


Net 


Deposits 


{mn 
1,759 
1,727 
1,628 
1,618 
1,610 
1,615 
1,661 
1,711 
1,745 
1,751 


1,715 
1,748 
1,909 
1,834 
1,951 
2,088 
2,160 
2,225 
2,218 


2,181 
2,419 
2,863 
3,159 
3,554 
4,022 
4,551 


4,932 
5,463 
5,713 
5,772 
5,811 
5,931 
5,856 
6,024 
6,239 
6,184 
6,012 
6,138 
6,330 
6,617 


6,340 
6,328 
6,384 
6,366 
6,471 
6,645 
6,637 
6,723 
6,869 
6,860 
7,043 
7,165 


7,041 
6,803 


Liquid Assets 
o/ 


{mn 
680 
658 
581 
545 
539 
532 
553 
584 
568 
596 


560 
611 
668 
576 
623 
692 
713 
683 
672 


648 
785 
676 


723 
788 
886 


1,280 
1,646 
1,703 
1,920 
2,345 
2,308 
2,097 
2,201 
2,190 
2,098 
2,218 
2,256 
2,256 
2,277 


2,141 
2,053 
2,092 
2,080 
2,192 
2,283 
2,280 
2,340 
2,477 
2,419 
2,543 
2,628 


2,541 
2,296 


4/0 


34.3 


34.4 
ce 


TDRs 


{mn 
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| 
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Investments 
Zot 
8 


{mn 
325 
391 
356 
341 
286 
265 
254 
254 
257 
258 


301 
348 
537 
560 
615 
614 
643 
652 
637 


608 
666 
894 
1,069 
1,147 
1,165 
1,156 


1,345 
1,474 
1,479 
1,505 
1,505 
1,624 
1,983 
2,163 
2,321 
2,149 
1,978 
2,008 
2,149 
1,835 


1,962 
1,928 
1,884 
1,837 
1,816 
1,811 
1,802 
1,790 
1,729 
1,729 
1,720 
1,710 


1,698 
1,618 


t+ Ratios to gross deposits. 


NO wWReOOROOnDWeEA 


Advances 
{mn ot 
833 46 
750 42 
761 46 
808 49 
856 52 
892 54 
928 54 
948 54 
991 55 
963 54 
919 52 
S44 47 
759 39 
753 40 
769 38 
839 39 
865 39 
954 42 
976 43 
991 Ad 
955 38 
858 29 
797 24 
747 20 
750 18 
768 16 
888 17 
1,107 20 
1,320 22 
1,440 24 
1,603 27 
1,822 30 
1,838 30 
1,731 28 
1,804 28 
2,019 31 
1,897 30 
1,952 30 
2,007 30 
2,617 38 
2,333 35.2 
2,441 36.8 
2,500 37.3 
2,561 38.0 
2,586 38.1 
2,676 38.4 
2,697 39.0 
2,737 38.9 
2,803 38.9 
2,849 39.5 
2,917 39.1 
2,961 38.6 
2,946 39.8 
3,030 42.4 








Trend of “ Risk ’’ Assets 


(£ million) 









































Feb 17, 1960 | — —~Change in . =~ 
% Of | Year to Monthly Periods* 
Gross | Feb | 59———— 1960— 
Deposits | 1959 | Nov Dec Jan Feb 
Investments: ! 

Barclays - .. 08:3 23.4 —- 92.7 + 0.4 + 0.1 -17.7 -12.2 
Lloyds - .. 300.2 23.4 — 55.3 - 0.1 - 3.6 - 2.7 -18.4 

Midland ~ ea.8 22.5 - 51.1 — — — ~-- 

National Provincial... 174.8 20.4 | -— 24.0 - 0.3 - 0.2 — — 
Westminster . . meee 29.8 — 58.3 — —- 6.0 —- — 29.8 
District - i. aoe ease - 15.1 — +0.7 +090.1 - 8.7 
Martins oa 62.0 18.4 ~ 25.3 — + 0.3 —— - 8.0 
Eleven Clearing Banks 1, 618.0 22.7 — 343.5 | -~ 0.2 - 8.9 -22.2 -79.7 

Advances: | 
Barclays - . 620 Bis +191.1 | +10.4 +12.6 - 4.4 +24.4 
Lloyds ”~ .. 550.1 42.8 +109.0 + 3.7 + 6.7 +15.9 +16.5 
Midland ea 636.4 41.4 +155.4 +16.8 +34.8 + 1.1 +17.3 
National Provincial .. 362.6 42.3 | + 69.5 + 6.8 -12.4 +10.9 + 7.9 
Westminster . -- 396.6 42.1 | + 91.1 + 8.4 +12.8 + 4.4 + 7.0 
District ‘4 .. 104.5 42.7 + 20.6 +3.6 +2.9 +1.3 + 0.8 
Martins. 155.4 46.0 | + 37.2 | - 1.3 - 06 +7.7 +9328 
Eleven Clearing Banks 3, 029.6 42.4 | +696.7 +46.4 +62.3 +33.9 +83.9 
Trend of Bank Liquidity* 
1957 1958 1959 1960 
Dec Dec 


— Dec Mar 31 Jan Feb Mar Nov 31 Jan Feb 
a os a ae ee Ge oe Ge 


Barclays... oh" 37.7 34.2 34.4 33.4 32.3 30.1 32.4 32.9 33.8 31.2 
Lloyds "| 29.7 37.3 31.9 34.7 34.0 30.2 29.5 32.3 32.9 32.8 31.2 
Midland .. 34.1 39.0 33.9 35.3 36.3 32.3 30.4 34.4 36.1 33.8 30.0 


National Prov 31.1 39.5 34.0 36.0 36.9 34.5 31.1 35.2 37.0 37.6 34.9 
Westminster... 34.3 39.0 35.4 33.2 35.2 33.9 32.8 34.0 33.4 34.8 35.8 


District -. Bel a Be i M.S Oe ae et ae ae ae 
Martins .-§ ©.7 4.8 B.9 B.2 H.3 D2 Bt BS Me we Fe 
All Clearing 

Banks 32.6 38.4 33.9 34.6 34.9 32.3 31.0 33.6 344.3 34.4 32.1 


¢ Cash, call money and bills shown as percentage of gross deposits. 





Money and Bill Rates 


Mondays: Mar 23, Jan 25, Feb 22, Feb 29, Mar7, Mar 14, Mar 21, 
1959 1960 1960 1960 1960 1960 1960 
per cent 
Bank rate .. i + - Se 5T 5 5 5 5 5 


Treasury bills: 
Average allotment rate* 3 8 4% 4 4%. 4 4% 4f 
Market’s dealing rate, 
3 months ; i<°) aa 48 48 48 48 445 4% 
Bankers’ deposit rate 2 3 3 3 3 3 3 
Short money: 


Clearing banks’ minimum 23 3% 3% 3% 3% 3% 3% 
Floating money . . .. 2$-3 +4) 444 44 4244 43-44 33-4) 
US Treasury Bill . . .. 2.763 4.116 4.168 4.278 3.641 3.469 3.033 


* Preceding Friday. t Lowered from 44% on 20.11.58. t Raised on 21.1.60. 
277 





et met Ne YD 


< G&G 


T 
in 


Ay 
Fe 
sec 
W: 
] 

I 





*SdIJaS IBM-jsOd MOU UI UOT}BOYISSBID JsIy JO aj3eq 1 


‘uUoTBIDOSSY ,SIOyULG YS JO SIoquwowW [[e Buipnypouy , 


































































































at J 












































€S¢'878 ‘7 6066797 L06°SOS‘Z LLO‘bvE'7Z SS9'Sh1'Z | se sf ‘+ syuRgy SULIBITD UaAs]y JO syeI0 7. 
“OOT/9EWEHT'E|0 OOTIL6L‘100'€|0  OOT|LIE‘6S8‘°7|0 OOI\LZL‘6L9‘'7Z|0 OOI\SEL‘99¥'7] 0 OOT\LOE 88 SIV.LO,J, 
999'LE9 |P'6I \L80'I8S |0°6T |\88s‘trs I |96€‘L8b |Z°LI |ZOS‘9Eb_|Z°8Z \6rS'6E7 [BUOIssajorg pure [eUOSIEg “97 
l6hO00€ (8S \bZ1b9T |8°8 |SLS‘ISZ ObZ'b7Z [£°8 |889°C07 Woo legoq'c, : [SOUSUET IO “SZ 
8ST 97 |8'€ j960'PIT |S°E |09%‘00T SLL‘78 |b'Z «(l986'8S JS sorurdwiod souBULy aseyoINg tH “$7 
El6 EC 19° j\€E06t (9° |876‘LI Qse‘OL |9° |6€l‘bl |S" = |f80'r . SEEING IIOG C7 
1EE9L 19° = |EZLE «19° = 66L‘LT ZLO‘SL 9 Esu‘st |Z'2 \69¢‘O! 919 ‘sjeudsop{ “sonteyd ‘sayoiny) *7Z 
ZO9"LL §=6|9°Z |6LE°6L |8°2 \99€'08 O79'I8 |I'E \Ses‘sL [6° |S8@L " (Modsues], UBYys J9YI0) SONIA) OIQN_ *{Z 
LL868 |I'E€ \6SS‘b6 EE |€77‘E6 IZpS8 |6°€ |O1O'S6 JE°6 |969°8Z Oe Sven. fees ae 
8Ev SOT |£°9 j99S‘88l |£°9 \LIZ‘O8I ErO'S9L |r'9 |Sbr'BSl [EE |976'LZ opesL pus Ausnpuy aqvyissepouy) *6] 
T8h'9T «18° = ISOLbZ «16° ~— BLS ‘bZ 8ZO'SZ 16° |L66°72 49° |886'r “S[eHayey] SUIplINg “gy 
O8S'rZ1 |9°E \€6Z7‘8O1 |9°E |S8Z‘TOI ShO'F6 iF € |8E8‘'E8 19°F |OLL’8E i * 810}0BIJUOD) puB SIOPTING °L] 
9Iv9% 16° |97Z7LZ JOT |8IZ‘LZ 849°St |O'r gos? jz'e€ |teL‘o7 . SJUSUUIVHIDIUY °Q] 
CGE BEE | OL \peE'ZOE |b'6 \€S9‘897 SEL'SST |9°6 |L97‘'SE7T TEL [8779 Opes, [I9y “ST 
ZES'S6L |9°9 |Z78Z‘L6T |0°9 \9EZ‘ILI LtZ‘961 |Z°Z \L68‘9LT_ |8°9 jOEZ‘Ls C008gO,L, pus FUL] ‘pood “yt 
eee'9 =z —slese‘9 = Zs s‘9 OSE |Z" OES Loe, lcaetgg ‘: "* BUYS “GET 
68L'SlE |F'OL |SIS‘IITE |9°OF |169°L0E I |9L0°647 |€°O1 \6LS‘€S7 | ies eINyNIUISY “VET & 
6rl'se |Z'7 \zee‘se jel |OL6‘LE 608'SE [ET |psE'ze JIT \s8t'o 7 sjeoruay “71 
LLO'LZ 2° onde 8° = |$ 89°27 64507 {LZ ete St 49° S26 + Jaqqny pue 19yIwe’T * TT] 
e9s'6s |Z \€@Z7‘OS |6'l \tbb es r6S‘7S |0'Z «|TIZ6e «AZT \ZET‘OL S9[9X9,T, 12YIO “Ol 
LO8'6r |Z \€L8‘6r |9°T |628°9r 199‘8e ST 092" ce ic \ste’+ 7 OOM *6 
SLE'ST |8° |$96'7Z [6° |STE‘bZ r98'0C 16° = |IS8'7Z 8" 6O'L 00D *8 
SLO‘TE [6° |8FL°LZZ JOT \7L7‘87 ces‘st {I L8b' L@ |I'L \OLS‘6 ‘+ suoQEoTUNUIWIOD pue yodsuery, */ 
Tey's8 = |9'2 |peL'Le |9°2 \eeE'sZ a aso L°c 089" 99 |z'l |ste‘ol Buiptingdiys pue surddriyg *9 
8°6 |987°SLE |8°6 \SLL‘467 \£°OI \09S‘b6Z SOUSLZ \O'TI \097‘7L7 48°Z lass‘99 930 ‘Suliseulsug *¢ 
be THIET «/€°  LI8'6 =" TL #6 16£'6 = |r STH'G IZ" IS LO'T B[EIOFAL SNOIIO;-UON “> 
CZ |6OSS‘IL |2°2 |7LUL9 =|h'Z |EL's9 |9°2 \t6L‘oL ez js9v‘09 Jer jese‘st Soper, Pell[y Pue [901g pue uodr] “¢ 
f° |tte’s =f lees*L =e" 6686) ie sse9e'6)= les ieto‘6§= fe" i8ze'z ajo ‘SurArrend *Z 
0° {186 0° 1296 0° |L98 [’ \6sre jo’ LIT I'l \$%6‘8 SUIUTT, [®OD) *] 
12101) SOOOF | 17404 | SQOOF | 12791 | sOOOT — SOOT | 12492| SCOOT | 12707 | SCOOT 
fo'% fo% fo% | fo % | fo % fo %| dnoisy 
0961 | 6861 6S61 | 6S61 6S61 9F61 
Aleniqgs J | daquisaony | isn3sny ABIN | Aseniga, {ATBNIgGs J 





(SLNANALYLS ATHALUVAC) LSALV’T) 


“NIV LVGXS Ni SHONVACY 


UNVE 





THE EXCHEQUER FINANCES 
I—The Budget 


(£ million) 


‘=> ee 
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Gain or 
Original Expected April 1, loss* on 
budget gain or 1959, to corresponding - 
estimates loss* on Mar 19, period of 
1959-60 1958-59 1960 1958-59 
Total Inland Revenue 2,856 — 160 2,847.1 — 42.0 
Customs and Excise .. 2,150 —- 41 2,222.4 + 70.8 
Other revenue 319 + 46 334.8 + 56.9 
Total ordinary revenue . 5,325 — 155 5,404.4 + 85.9 
Debt interest (including sinking fund) 639 + 62 661.1 + 49.0 
Other consolidated fund om i 89 - 4 84.0 = “3.9 
Supply expenditure .. we 4,495 -178 4,238.0 — 145.5 
Total ordinary expenditure 5,223 ~ 120 4,983.1 —- 100.4 
Above line surplus or deficit +102 — 275 + 421.3 —- 14.3 
Net deficit below line ~— 823 — 264 —705 .2 — 142.7 
of which 
local loans (net lending shown 
minus) . ei + 55 + 3 + 54.0 + 6.1 
loans to state industries, net — 621 —116 —- 596.2 —- 114.9 
Total deficit . ay -721 — 539 — 283 .9 — 157.1 
* Plus ieiblenaee increase in receipts or surplus, fall in expenditure or deficit. Minus 
indicates fall in receipts or surplus, rise in expenditure or deficit. 
Il—National Savings 
({£mn: Receipts into Exchequer reported during period) 
Savings Total 
Certi- Defence Savings Premium ‘Total Accrued Defence Remain- 
ficates Bonds Banks Bonds Small Interest Bond ing In- 
(net) (net) (net) (net) (net) Maturity vested* 
1953-54 +19.0 + 0.3 — 79.3 —- - 60.0 88.6 —38.4 6,008.7 
1954-55 +- 46.0 51.1 — 35.4 — + 61.7 88.8 —28.8 6,126.2 
1955-56 +19.7  +21.5 — 80.4 — — 39.2 82.7 —-50.8 6,123.6 
1956-57 +72.0 + 3.2 — 20.6 -65.0 +119.5 35.5 —-38.9 6,240.0 
1957-58 — 21.3 —22.2 -62.4 +80.2 -~ 15.6 45.9 -17.7 6,272.0 
1958-59 ..+131.9 +-117.9 — 55.2 + 66.5 270.4 54.4 -10.0 6,582.0 
1958-59 
April-Jan..+116.4 +94.5 -70.0 +58.2 +199.0 45.0 - 9.2 6,502.0 
February . . + 8.3 +12.5 +14.2 + 5.6 + 40.6 4.9 —~ 0.3 6,548.0 
1959-60 
April-Jan.. +61.5 +124.4 +18.2 +38.4 +242.7 69.9 1.4 6,892.0 
February... + 3.2 +12.3 -19.4 +1.5 + 36.4 7.0 -— 0.09 6,935.0 


* After taking account of net sales through the Post Office Savings Bank of Government 
securities other than defence bonds. 





(£ million) 


IiI—Floating Debt 





Ways and Means Advances: 
Bank of England 


Public Departments 


Treasury Bills 


Tender 
Tap 








Change in three 





Mar months to 
Beginning of April* 19, Mar 19, Mar 21, 
1960 1960 1959 
1957 1958 1959 
— — — — - $5 — 
289.3 239.6 291.6 258.5 + 30.3 + 68.0 
2,860.0 3,120.0 2,950.0 3,430.0 -—230.0 -—550.0 
1,306.4 1,499.4 1,986.3 1,742.8 -—261.2 +268.3 
4,455.7 4,859.0 5,227.9 5,431.3 -462.4 -—213.7 














* First return in each fiscal year (since split of Treasury bills cannot usually be calculated 
at March 31). 
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Sterling-Dollar Exchange Rates 
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Mar 20, Jan22, Feb19, Feb26, Mar4, Marii, Mar 18, 
1959 1960 1960 1960 1960 1960 1960 
Official Market 
Spot... 2.814% 2.803 2.80% 2.803 2.80% 2.80% 2.803 
3 months fc par #scdis icpm kc pm fsc pm isc pm 
Security* . 2.81 2.794 2.793 2.78% 2.78% 2.78} 2.77 #& 
* New York market quotations. 
Britain’s Gold and Dollar Reserves* 
(Millions of US dollars) 
Financed by 
Net Gold — Official Private 
and Dollar Special Reserves UK 
Surplus (+) Ameri- Payments Change at End Dollar 
Years and or Deficit (—) can and in of Balancest 
Quarters Aid Credits Reserves Period 
1946 — 908 — +1123 + 220 2696 194 
1947 — 1431 -— +3513 — 618 2079 267 
1948 —1710 682 + 737 — 223 1856 295 
1949 — 1532 1196 -+ 116 — 168 1688 236 
1950 + $05 762 + 45 -+-1612 3300 257 
1951 — 988 199 ~ 176 — 965 2335 508 
1952 —- 736 428 ~— 181 — 489 1846 472 
1953 + 546 307 — 181 + 672 2518 49] 
1954 + 480 152 — 388 + 244 2762 428 
1955 — 575 114 — 181 — 642 2120 480 
1956 ~— 626 66 + §73 + 13 2133 679 
1957 — 419 26 + §33 + 140 2273 602 
1958 +-1005 6 — 215 + 796 3069 654 
1959 + 449 — — 782 — 333 2736 a 
1958: 
I + 496 1 = -+- 497 2770 690 
II + 307 5 ~ 6 + 306 3076 734 
III + 65 — —- 21 + 44 3120 731 
IV 137 — 188 —- 51 3069 654 
1959: 
I 173 — 103 + 70 3139 784 
II + 206 —- 173 + 33 3172 737 
III ve 164 - §2 112 3284 672 
November. . -—- 50 -=- —- 50 2974 oa 
December . . — 53 —- 185 —- 238 2736 a 


February .. + §0 - 14 + 36 2722 
Main Special Items Detailed] 
Recetpts Payments 
$mn $mn 
1946-50 US and Canadian loans.. 4,909 1951-56 Annual service of US and 
1947-49 IMF loan Ce Canadian loans, etc 181 
1948 South African loan 325 1954 EPU funding payment .. 99 
1956 Sale of Trinidad oil 177 IMF repayment .. 108 § 
Sale of US Govt bonds.. 30 1957-58 Anglo-German debts ee 
IMF loan 561 1958 Service of N Amer loans 188 
1957 India’s IMF loan 200 1959 IMF repayment.. 200 
Return of interest on US IMF subscription 162 
iar os a Repayment of Ex-Im 255 
Export-Import Bank 250 Service of N Amer loans 184 


* Gold and convertible currency reserves from December, 1958. 

+ Source: Federal Reserve Bulletin. 

Jt Special German deposits, Canadian quarterly payment on 1942 loan and regular 
monthly funding payments to EPU countries excluded. 

§ Remainder of 1947-49 loan repaid in sterling. 
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AST year I referred to the increasing 

importance of the maintenance of the 

international flow of capital, and 

it is now becoming widely recognised as 

the most immediate and difficult problem 
in the political and financial field. 

It is impossible to avoid the conclusion 
that most Latin American countries will 
make little progress in raising incomes per 
head over the next decade without substan- 
tial amounts of both private direct invest- 
ment and official loan capital. The most 
critical factor in Latin American growth 
is still the capacity to import ; this in the 
first decade after the war was augmented 
by the expenditure of wartime accumula- 
tions of foreign exchange, favourable terms 
of trade since vanished, and also by the 
inflow of capital. Since prospects do not 
appear favourable for the increase of export 
income, the maintenance of economic growth 
depends on attracting foreign capital, both 
in the form of money and industrial plant. 

The industrialised countries’ capacity to 
generate capital has increased, but the 
world-wide demand for capital is rising even 
more rapidly. Although Governments can 
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VITAL FACTOR IN 
LATIN AMERICAN GROWTH 


Sir George Bolton’s views 


encourage the flow of private capital to 
certain areas and themselves supplement it 
by official loans and through their contribu- 
‘tions to international agencies, it is on their 
own ability to attract private capital that the 
under-developed countries must principally 
rely for a large part of their requirements. 
Private investors will be guided chiefly 
by the normal commercial considerations 
of risk and return on capital, and in this 
connection it is impossible to -overstress 
the importance of the measures that are 
now being taken in a number of Latin 
American countries, to remove controls and 
to eradicate inflation, thereby encouraging 
the optimum use of domestic resources. 


These are extracts from the review by 
the Chairman of the Bank of London & 
South America Limited, Sir George Bolton, 
K.C.M.G., for the year ended December 
31, 1959, 

The full text of the review and a copy 
of the Directors’ Report and Statement of 
Accounts can be obtained from the Sec- 
retary, Section El. 


40-66 QUEEN VICTORIA ST. LONDON E.C.4 


BANK OF LONDON & RiQUU ewe eters LIMITED 
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True as the needle to the pole ws 
or as the dial to the sun* 


The name of Wiggins Teape has been 

synonymous with fine papermaking 

for nearly 200 years. 

The range of Gateway fine papers 
and the very many speciality and f 

industrial papers developed 

and made by the Group covers almost 

every need of Commerce and Industry. 

Specify Wiggins Teape papers and 

rest assured. 


THE WIGGINS TEAPE GROUP Fine Papermakers 





Gateway House 1 Watling Street London EC4 


Telephone City 2020 





*Barton Booth 1681-1733 | 
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ARAB BANK LIMITED 





HE Annual General Meeting of the 

Arab Bank Limited will be held in 

Amman on April 8, 1960. The follow- 
ing are extracts from the report of the 
Board of Directors for the year ended 
December 31, 1959 :— 

The year 1959 marked the thirtieth anni- 
versary of the Arab Bank. We are happy 
to report that it again proved to be a year 
of expansion and progress. 

Operating earnings of the Bank were at 
a peak level in 1959, rising to J.D. 3,438,976 
as against J.D. 3,024,768 in 1958. The 
years operations have resulted in. a net 
profit of J.D. 582,180. 

Total Assets on December 31, 1959, 
stood at J.D. 94,117,621, as compared with 
J.D. 78,255,920 reported a year earlier, an 
increase of J.D. 15,861,701 or over 20 
per cent. 

The Board of Directors propose to the 
shareholders to hold an _ Extraordinary 
General Meeting at the termination of the 
Annual General Meeting to approve the 
increase of the nominal value of each share 
to J.D.10, by the transfer of the extra 
J.D. 2 for each share from the Special 
Reserve, and the issuing of new share 
certificates showing the new nominal value 
of the shares. 


The Board further propose offering 
125,000 new ordinary shares for sale at 
J.D. 20 per share (J.D. 10 for the Capital 
and J.D. 10 as a premium to be added to 
the Special Reserve). 

The Reserve Fund has reached J.D. 
1,300,000, as shown in the Balance Sheet. 

Deposits and other accounts at the close 
of 1959 were J.D. 59,389,037, compared 
with J.D. 46,568,363 at the end of 1958, an 
increase of J. D. 12, 820,674 or 28 per, cent. 
This increase reflects the continuation of 
the high rate of growth of our Deposits. 

Cash in Hand and at the Banks amounted 
to J.D. 28,901,402, as against J.D.23,572,446 
in the previous year. In relation to our 
Deposits this represents a liquidity ratio of - 
about 49 per cent. This high percentage of 
liquidity was maintained throughout the 
year under review; it reflects the strong 
position of the Bank and its readiness to 
face all possible eventualities. ‘The Bank 
continued to increase the total amount of 
facilities extended to industrial and develop- 
ment projects and to agriculture and com- 
merce in all the Arab countries in which 
we operate. The Bank has also made a 
considerable contribution to the develop- 
ment of trade within the Arab world and 
with countries abroad. 





Cash in Hand and at Banks 

Securities (Market price). . 

Bills Discounted . is 
, Loans to Customers 


Furniture (at cost, less amounts written off) 
Other Assets ; nm? a ; 


LIABILITIES 


Deposits and other Accounts 
Bills Payable ‘ 
Guarantees and Credits ( per contra) 
Other Liabilities and Provisions 
Authorised and Fully Paid Ca apital: | 
37,500 Founders’ Shares of J.D. 8 each. 
337,500 Ordinary Shares of J.D. 8 each . 


Reserve Fund 
Special Reserve 


Undivided Profit . 
Net Profit (after prov iding ‘for Reserv es) 


Abdul Hameed Shoman 
Chairman, Board of Directors 








ARAB BANK LIMITED 


BALANCE SHEET AS AT 31st DECEMBER, 1959 
To oa nearest F.D. (Fordan Dinar) 


Customers’ and Branches Liability on Guarantees and Credits (per contra) 


Bank Premises and Sites (at cost, less amounts written off) 











1959 ~_— 
J.D. J.D. 
28,901,402 23,572,446 
1,146,694 771,326 
7,138,074 4,869,513 
27,964,584 23,104,234 
26,270,019 23,769,088 
1,064,077 1,067,802 
291,161 275,430 
1,341,610 826,081 
94,117,621 78,255,920 
1959 19 
1D J.D. 
59,389,037 46,568,363 
627,113 4,405 
sis 26,270,019 23,769,088 
A ‘ 786,984 659,588 
J.D. 
300,000 
2,700,000 
3,000,000 
1,300,000 
2,100,000 
ioe 6,400,000 6,120,000 
62,288 
582,180 554,476 
94,117,621 78,255,920 





Abdul Majeed Shoman 
Member, Board of Directors 


. = £1 sterling 
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NATIONAL PROVINGIAL BANK 


LIMITED 


Chairman: | 
David John Robarts, Esq. 


Deputy Chairmen: 
Sir Frederick William Leith-Ross, G.C.M.G., K.C.B. 
The Right Hon. Sir Percy James Grigg, K.C.B., K.C.S.1. 


Chief General Manager: 
F. Keighley 


Joint General Managers: 
H. C. Pearson, W. Lynn, R. V. Abbott, 
S. B. Heys, F. A. Vaughan 


Head Office: 19 Bishopsgate, London, E.€.2 
Principal Overseas Branch & Trustee Department : 


1 Princes Street, London, E.C.2 
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THE HONGKONG AND SHANGHAI 


BANKING CORPORATION 





Acquisition of the British Bank of the Middle East 





HE Ordinary Yearly General Meeting 

of ‘The Hongkong and Shanghai Bank- 

ing Corporation was held on March 11 
in Hong Kong. 

Mr. Michael W. Turner, C.B.E., the 
Chairman, presided and, in the course of 
his speech, said: ; 

The profit for the year amounts to 
$28,134,959 which is an increase of 
$4,600,000 over last year’s figure. It is 
proposed that $4,000,000 should again be 
written off Bank Premises. After allowing 
for this transfer and the interim dividend 
of £1 2s. 6d. per share, the directors 
recommend the payment of a final dividend 
of £1 17s. 6d. which, on the shares out- 
standing on December 31, 1959, amounts 
to $15,017,302, leaving a balance of 
$2,116,714 to be carried forward. 

Turning to the Balance Sheet of the 
Bank, the total shows an increase of 
$400,000,000 over the figure for 1958. 
Current, Deposit and Other Accounts show 
a rise of $163,000,000. Advances rose by 
$213,000,000 and Trade Bills Discounted 
by $127,000,000. It is satisfying that last 
year’s fall in both Trade Bills and Advances 
has more than been made good, which is a 
sign of the increasing economic activity in 
this area, particularly here in Hong Kong. 

_ The offer to the shareholders of The 
British Bank of the Middle East was 
extended until the date of the closing of our 
books for the payment of the proposed final 
dividend and at that date we held over 99 
per cent. of the Share capital of that bank. 
This has necessitated the issue of 133,307 
shares of $125 each and our Issued Share 
Capital now amounts to $78,974,750. We 
are in touch with the few remaining share- 
holders and we hope that we will be able to 
acquire their shares in due course. 

The report and accounts were adopted. 


Chairman’s Statement 

The following is an extract from the 
Chairman’s statement: 

The diversification of our interests has 
been a problem to which we have given 
considerable thought ever since conditions 
in the Far East virtually closed to us one of 
the countries in which a major part of our 
activities was previously centred. Progress 
at first was slow and was mainly confined to 


the setting up of our Californian subsidiary 
but in the last two years we have been 
fortunate, in concluding satisfactory negotia- 
tions with two old established British banks. 
This has considerably widened our interests 
and has given us a stake in a number of 
territories in which we were not previously 
represented. Our group now covers a wide 
area stretching from the Pacific to the 
Mediterranean. 

The end of the decade showed a distinct 
thaw in the climate of the cold war which, 
during the last 10 years, has been the 
major influence in international relations. 
While the outlook in the West is better than 
for some time past there has unfortunately 
been little comparable sign of relaxed 
atmosphere in Asia. 

In the economic sphere the most notice- 
able event has been the growing strength of 
Western Europe. The United States 
economy has also forged ahead. The con- 
tinuing deficit in external account, however, 
has given cause for concern and has led to a 
growing demand by American spokesmen 
for other industrial countries to bear a 
larger share of the burden of assisting the 
under-developed areas, the major part of 
which the United States has so generously 


shouldered in recent years. 


Few Asian countries have reached the 
stage where they are able to expand rapidly 
under their own momentum and, while some - 
of them may be passing through what a 
contemporary economist describes as_ the 
“* take-off period,’’ many are still only at the 
transitional stage. A great deal of thought 
has been given to the problem of speeding 
up this development and to finding ways 
and means of augmenting the available 
resources to assist in this task. 

The statement then reviewed in detail the 
conditions in the eastern territories in which 
the Bank has interests and concluded: 

The main problem which these countries 
have to face is the necessity of increasing 
their national wealth to meet the needs of 
their growing populations. It is estimated 
that by 1980 many of these countries will 
have doubled their present population. This 
is certainly a sobering thought and further 
explanation is unnecessary to show why 
the pace of development should not be 
retarded. 











ou should bank 


with the WESTMINSTER too! 


WESTMINSTER BANK LIMITED 
































THE RAFIDAIN BANK 


~ Cncorporated in Iraq with limited liability) 


STATE BANK OF IRAQ 
HEAD OFFICE : BAGHDAD, IRAQ 
BALANCE SHEET AS AT 3ist MARCH, 1959 
































LIABILITIES ASSETS 
1.D. I.D. I.D. I.D. 
Authorized Capital .. 5,000,000 Cash in Hand, at Call 
and at Banks 9,187,499 
Paid Up Capital .. 4,399,500 Gold Bullion (for 
Reserve Fund. . .. 1,030,000 Trading) at or under 
Profit and Loss Cost . 1,143,008 
Account: As -per Iraq Government and 
Profit and Loss Ap- Other Securities .. 413,064 
propriation Account 6,536 * Bills Discounted, Ad- 
5,436,036 vances, etc. (/ess Pro- 
Current, Deposit and vision for Doubtful 
Other Accounts .. 26,755,992 Debts): 
Sundry Credit Ac- Bills Discounted... 9,806,556 
counts (including Advances, etc. .. 15,970,040 
1.D. 4,200,000 Long 25,776,596 
Term Liability) .. 5,357,091 Sundry Debit Accounts 394,119 
Provision for Income Lands, Buildings, 
a. ae cs 296,500 Furniture and Fit- 
32,409,583 tings (at Cost—/ess 
Credits and Guarantees Depreciation) _... 708,513 
on Account of Cus- pe Officials’ Housing 
tomers—excluding Scheme: Net Cost of 
Bills for Collection Land and Buildings, 
and Deposits for less Instalments re- 
Safe Custody a 10,421,542 ceived eqns 222,820 
Customers’ Liability 
for Credits and 
Guarantees — per 
contra — excluding 
Bills for Collection 
and Deposits for , 
Safe Custody ‘a 10,421,542 
48,267,161 48,267,161 
Se EAI fil es 
PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31st MARCH, 1959 
1.D. I.D. 
Total Charges, including Depre- | Total Income © ss .. 1,207,454 
ciation... : 560,061 
Net Profit for the year ended 3ist 
March, 1959, carried down .... 647,393 
1,207,454 | 1,207,454 


PROFIT AND LOSS APPROPRIATION ACCOUNT FOR THE YEAR ENDED 
3ist MARCH, 1959 


I.D. I.D. 
Provision for Income Tax on Balance brought forward as at 
results for the year ended 31st Ist April, 1958 .. 8,121 
March, 1959 262,840 | Net Profit for the a: brought 
Transferred to Paid Up Capital . 96,138 | down é 647,393 
Transferred to Reserve Fund... 290,000 | 
Balance carried forward as act 
Balance Sheet... 6,536 
655,514 655,514 
I.D.1 = £1 Sterling ~~ ake tia 





LONDON OFFICE: 13 & 14 KING STREET, E.C.2 


Telephone: MONarch 7437 Telegrams: RAFIDBANKO 
Branches throughout Iraq and in Syria, the Lebanon and Jordan 
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Den norske Creditbank 


OSLO, NORWAY 


Established 1857 


21 Branches in the Provinces 





Statement of Condition, 31st December, 1958 and 1959 


Cash 

Norwegian Banks 
Banks abroad 

Securities ‘3 
Loans and Discounts .. 
Sundry Assets .. 


ASSETS 
1958 1959 

Kr. 139,380,398.49 Kr. 138,249,789.36 
68,422,503.74 63,721,601.12 
175,534,883.23 . 259,322,011.52 
209,927,735.52 214,538,215.39 
660,339,286.68 818,059,569.04 
343,037,639.11 238,854,647.46 








Kr. 1,596,642,446.77 Kr. 1,732,745,833.89 








LIABILITIES 
1958 1959 
Deposits 977,378,092.52 Kr. 1,126,447,647.44 
Norwegian Banks 94,625,963.72 103 785,716.77 
Banks abroad 58,616,123.31 123,421,117.69 
Sundry liabilities 405,978,340.62 316,542,692.80 
Share Capital and Reserves .. 60,043,926.60 62,548,659.19 








Kr. 1,596,642,446.77 Kr. 1,732,745,833.89 














Man with experience of invest- 
ment or trustee work required for 
responsible post in small but 
expanding City firm of Investment 
Managers. Prospects. Age 28 to 35. 
Professional or graduate qualification 
an advantage. Starting salary £1,500 
per annum. 


Reply Box No. 4/60, The Banker, 
Bracken House, !0 Cannon Street, 
London, E.C.4. 


than pity 


Children like this 
need help. All over 
the country there 
are at this very 
moment thousands 
of children, victims 
of cruelty or neg- 
lect, who can be . 
saved by the Leer 
N.S.P.C.C. 


When advising on 
wills and bequests, 
don’t forget the fe 
NS.P.C.C. eg 


Ronee weptes 


To help one child costs, on average, £5 


N-S°-P-C-C 


Victory House, Leicester Square, London, W.C.2 
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THE CHARTERED BANK 





Continued Expansion 





Mr. V. A. Grantham’s Statement 





HE One Hundred and Sixth Annual 

General Meeting of The Chartered 

Bank was held on March 30 at 
38 Bishopsgate, London, E.C.2. 

The following is an extract from the 
statement by the Chairman, Mr. V. A. 
Grantham, which has been circulated with 
the report and accounts for the year 1959: 


The Bank’s Balance Sheet 


The accounts indicate the continued ex- 
pansion of the Bank’s business and reveal a 
high degree of liquidity. The total of our 
own balance sheet at £270,390,101 is the 
highest we have ever recorded, being 
£27,271,915 up on last year’s figure which 
was itself a record. 

Our Consolidated Balance Sheet shows a 
total of £317,021,709, which is £31,591,207 
up on that of last year. 


Consolidated Profit and Loss Account 


The net profits for the year at {1,014,696 
are higher by £21,106 than last year, in 
spite of continually increasing working costs 
in all parts of the world, and may be con- 
sidered very satisfactory. 


We paid an interim dividend in Septem- 


ber last of 74%, less income tax, absorbing 
£229,688 and it is now proposed that out 
of the balance available a final dividend 
of 74%, less income tax, be paid, costing 
£229,687. We have repeated the allocations 
made last year of £250,000 to Bank 
Premises and Furniture and £125,000 and 
£20,000 respectively to the Pension Fund 
and Widows’ and Orphans’ Fund. £150,000 
has been transferred to Reserves for Con- 
tingencies and the increased balance carried 
forward is £491,994. 


Oversea Survey 


As a bank primarily engaged in financing 
oversea trade we were vitally interested in 
the findings of the Radcliffe Committee, 
for in 1957 when it was appointed, there 
was widespread anxiety that internal infla- 
tion might jeopardize the hard-won progress 
which had been made in rehabilitating and 
modernizing British industry, and there was 
considerable doubt, both at home and 
abroad, whether it would prove possible 
to maintain sufficient confidence in sterling 
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to assure its status as a major international 
medium of exchange. 

In the light of the steps taken by the 
Government in the interim to deal effec- 
tively with both those problems it is inter- 
esting to note that the report, which was 
published in August, gives tacit approval to 
the working of the monetary system, and I 
hope we shall hear no more from the 
politicians and economists who would 
restrict the use of sterling in international 
trade. The Chartered, and all other British 
banks trading overseas, welcome the con- 
tinuance of conditions which allow us to 
handle worldwide trade and to contribute 
thereby to the United Kingdom’s invisible 
earnings. 

Last year I mentioned the European 
Economic Community and the fears that 
existed in Asian countries that any addition 
to the six countries of E.E.C. might mean 
surrounding Europe with tariff barriers. 
There was in fact no such addition, but in 
any case fears were, to some extent, allayed 
by figures produced at the recent meeting 
of G.A.T.T. in Tokyo showing increased 
trade between the E.E.C. area and in par- 
ticular the undeveloped countries. This 
helps to confirm my own views that an 
integrated free trade area for the whole of 
Europe must ultimately result in an expan- 
sion of the trade of the Asian countries in 
which this Bank has branches, and I trust 
that Her Majesty’s ministers and officials 
will, in the not too distant future, see a 
successful outcome to the patient and difh- 
cult negotiations in which they have played 
such a prominent part. 


Conclusion 


The importance of raising Asian living 
standards is now generally accepted and 
the highly industrialized nations have recog- 
nized that they have a responsibility for 
assisting in the process. This assistance 
will, for the most part, be in some form of 
aid, either direct from country to country 
or through one of the international funds. 
Those exporting the capital or making the 
grants, and the United Kingdom is one of 
the countries likely to be increasingly in- 
volved, will want to be sure that their 
contributions are genuinely devoted to the 
development of the receiving country and 








the benefit of its people. The tremendous 
national pride of the young countries will 
not allow them to accept aid with terms 
attached and yet, as some of these countries 
are run to-day, aid will not put them on 
their feet and give them viable economies. 


The problem then is to find a formula 
which gives to these countries, with their 
consent, a control-free administration which 
would eliminate opportunities for bribery 
and corruption and a unit of currency 
having the same internal and external value, 
thus eliminating the rewards of smuggling 
and the other forms of currency evasion 
which run down the country’s external 
assets—possibly in far greater sums than 
the aid received. 

It is not uncommon these days for leaders 
of new nations to state that democracy does 
not work with them, but what is not said 





is that their inexperienced politicians and 
civil servants often find it beyond their 
powers to run restricted and controlled 
economies. Cannot, therefore, those ad- 
visers of the World Bank and the Inter- 
national Monetary Fund, and those. nego- 
tiating direct loans with these countries, 
advocate with more persuasiveness the 
freeing of rates of exchange, the concen- 
tration of trade in private hands, with the 
elimination of that increasing economic 
menace, state trading, and the ceasing of 
discrimination against the nationals and the 
trading of those highly-taxed countries 
whose peoples are bearing the cost of the 
aid ? 


eee 


Copies of the full text of the statement will 
be sent on application to the Secretary of the 
Bank at 38 Bishopsgate, London, E.C.2. 


PERU’s Oldest National Commercial Bank 


ESTABLISHED: 1889 


BANCO DE CREDITO DEL PERU 


Head Office: LIMA 


We place at your disposal a complete banking service through the 
network of 102 Branches and City Branches all over the Country. 


Our well organized FOREIGN DEPARTMENT has an experienced staff fully 


versed in English and other languages, and will gladly take care of your problems. 


Your enquiries are cordially invited 








Capital: S/.100,000,000.00 


Reserves: S/.103,640,073.61 


The NEW FLOORING for BANKS, etc. 


As supplied to Barclays Bank, Midland Bank, National Commercial Bank of 
Scotland, Westminster Bank, Yorkshire Penny Bank and others 


“ GRESIFLEX ”’, GLAZED CERAMIC MOSAICS 


SET IN RUBBER. 


Made in Italy 





Also: 


ITALIAN GLAZED WALL MOSAICS “ JOO-GRESITE ” 


in sizes up to 4’. 


Dignified patterns, flat and in relief. 


Sole Importers: P. BARWIN LTD., GLYN STREET, LONDON, S.E.I! 
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NATIONAL AND GRINDLAYS BANK 





An Improved Result 





HE Annual General Meeting of 
National and Grindlays Bank Limited 
will be held on April 5 in London. 

The following is an extract from the cir- 
culated statement by the chairman, Mr. J. K. 
Michie, for the year ended December 31, 
1959: 

Since the last Annual General Meeting 
the capital structure of the company has 
been altered by paying up out of reserves 
2s. 6d. per share and by making the 
4,562,500 shares outstanding fully paid at 
15s. per share. ‘The results in figures 
appear in the balance sheet. As was ex- 
pected and intended this step has made our 
shares more popular with the investing 
public and at December 31 last we had 
4,158 shareholders against 3,699 a year 
earlier. We welcome this more widely 
spread interest in the Bank, a trend which 
still continues. 


Profit and Dividend 


This year the total of our Balance Sheet 
at £163,035,588 shows an increase of 
£11,544,109 and our net profit of £404,708 
is £33,001 higher than for 1958; but here 
I must point out that the profit figure is 
still considerably under that for the year 
1957 and in consequence as I forecast last 
year, and as was confirmed by the Board 
when our capital alterations were announced 
in AprilvYast, we have not found it possible 
to increase the amount distributed to the 
shareholders. ‘Two interim dividends each 
of 64% have been declared, making 124% 
for the year—the equivalent of the payment 
of 15% per annum on the previous capital. 


Although competition in all our territories 
has increased rather than diminished, in 
certain of them—London, India and Paki- 
stan—conditions for banking as a whole 
became somewhat more favourable—or less 
difficult—as the' year progressed, hence the 
improvement we have been able to show. 

One of the services we now offer is the 
management of personal investments. This 
activity initiated a few years ago operates 
from the ‘Trustee Department, 13 St. 
James’s ‘Square, London, S.W.1; and can 
be contacted through the Head Office or 
any branch of the Bank. With the steady 
widening of interest in the investment of 
savings through Stock Exchanges it is 
opportune to draw the attention of our 


shareholders and customers to this develop- 
ment of our business. 

Our other ancillary services, our Trustee 
and Travel Departments now based entirely 
on 13 St. James’s Square and our Income 
Tax Department which functions both at 
54 Parliament Street and at St. James’s 
Square, all made progress last year and as 
they become more widely known I am 
sure their development will continue. A 
Trustee Department is also available at our 
main branch in Nairobi, Kenya. 

At the last Annual General Meeting I 

was asked if we had any capital interest in 
Hire Purchase. I am now able to report 
that we last year invested £50,000 in 
acquiring 20% of the capital of the Credit 
Finance Corporation Ltd., a company 
registered in Nairobi and which operates in 
Kenya and Uganda. Conditions in 1959 
were not particularly propitious but the 
company by eschewing speculative risks is 
doing a satisfactory business and we shall 
receive a dividend during this financial 
year. 
We have also recently bought a small 
interest amounting to slightly less than 15% 
of the capital of the Mercantile Credit Ltd., 
Colombo. 


Welcome Progress 


The improvement in the financial affairs 
and status of this country which was 
well under way a year ago has continued 
and it cannot be gainsaid that the result 
of the Election last October gave a distinct 
fillip to this welcome progress. None the 
less we have recently been reminded by the 
raising of the Bank rate from 4% to 5% 
that expansion still requires the rein of 
financial control and that inflation is con- 
tinuously lying in wait for the over- 
optimistic. Dearer money conditions in 
other countries, notably the U.S.A., Canada 
and Germany, contributed to the arguments 
for a higher Bank rate. 

In these circumstances it is hardly to be 
expected that the Budget will be a “ soft ” 
one, although we can, I hope, look for some 
alleviation of our tax burdens. 

About our own prospects for 1960 I am 
moderately optimistic. We have made-an 
encouraging start and in so far as our 
fortunes are in our own control there is no 
reason why we should not continue on the 
same plane of progress. 
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We warmly welcome new mem- 
bers and we especially commend 
the opening of small savings 
accounts on behalf of children 
and young people. In later years, 
when the need for a home arises, 
then young couples so wisely 
guided from early years, will live 
to bless the relatives who led them 
to become savers in a good 
Building Society. 


There are an increasing number 
of investments receiving wider 
publicity than ever before to 
attract the attention of savers. 
It cannot be reiterated too often 
that the utmost care and caution 
should be exercised in all these 
fields of investment if security is 
the aim. The small saver especi- 
ally must always bear in mind 
that there is much truth in the 
saying “*‘ what goes up, must come 
down ”’. 


We also do everything possible 
to assist newly-weds to set up 
home in cheerful, happy condi- 
tions. I cordially invite young 
couples thinking of getting married 
to seek our help. 


It is also our policy to “wes 
abreast of the changing outloo 

in housing design and equipment. 
We maintain an open mind on 
what is rather unsatisfactorily 
termed “‘ contemporary design ”’. 
Where design is good, construc- 
tion sound, and the site perma- 
nently desirable—in other words, 
where value is likely to be main- 
tained or enhanced, the Society 
willingly considers the granting 
of loans. 


Administrative Centre: by RIFT 


USSEX. 


HASTINGS and THANET 


BUILDING 


SOCIETY 


Another Record 
Year of Progress 


INVESTMENT INCOME 
Relatively stable conditions in 
the United Kingdom have given 
citizens an incentive to save, with 
the result that new investments at 
£6,833,000 show an increase of 
£1,192,000 over the 1958 figures. 


SURE AND SAFE 

It is surprising that many 
people still do not appreciate that 
interest On moneys invested with 
the Hastings and Thanet is income 
tax-paid. Our term shares at 34 %, 
with only six months notice for 
repayment, yield £5. 14s. 3d.% 
when grossed up to allow for 
income tax at 7/9d. in the pound. 
Such investment ‘is not only safe 
and trouble free but every penny 
entrusted to the Society can be 
turned into cash at very short 
any and without charges of any 

ind. 


For investment—an old estab- - 


lished, carefully managed Buildin 

Society with adequate and wisely 
placed reserves, plus Trustee 
Status, remains outstandingly the 
sure and certain answer to the 
need of the small saver who may 
at any time, without risk of de- 
preciation, require the use of his 
money. Our policy, as always, 
will be to give investors the maxi- 
mum possible interest rate con- 
sistent with security and ease of 
withdrawal. 


ADVANCES TO 
BORROWERS 
Loans at £8,167,000 were a 


record figure, ex the pre- 
vious year’s total by no less than 
£3,705,000 and 97.46°% of such 
loans were in respect of owner- 


HOUSE, BEXHILL - ON - SEA, 
Tel: Bexhill 4580 


LONDON OFFICE: 99 Baker St., London, W.1!. Tel: WELbeck 0028 


HASTINGS OFFICE: 29/3\ Havelock Road. 
RAMSGATE OFFICE: 46 Queen Street. 


Tel: Hastings 4481 
Tel: Thanet 5366! 


Member of the Building Societies Association. 


Some extracts from the Address of the Chairman, 
Mr. H. V. Wiles, at the Annual General Meeting 
held on March 17th, 1960. 


occupied houses, a large percentage 
of the borrowers being newly 
married people. 


TOTAL ASSETS 

Total assets increased during the 
year by nearly £7 million to almost 
£35 million, whilst powerful reserve 
and surplus funds total £1,564,000 
—a truly massive strength, particu- 
larly bearing in mind that our 
reserves are all dated securities. 


TRUSTEE STATUS 

Investment by way of deposits 
in your Society now have Trustee 
Status, and we welcome use of 
this facility for Family Trusts, 
Church and Charitable Trust 
funds of every kind. 

You can always obtain personal 
advice and service from our 
offices and agents throughout the 
country. 

A copy of the complete accounts 
for the year, a full report of the 
Chairman’s 
Society’s Brochure will be gladly 
sent on request. Write to the 
Administrative Centre or to your 
nearest office. 7 





INTEREST RATES— 
INCOME TAX PAID 
BY SOCIETY 


Bonus Saving Shares—4 "eo 
34% 
32% 


Term Shares— 


Fully Paid Shares— 


per annum 
Deposits-Trustee 3x% 
Investment Department—™ /9 
per annum 











Also at Birmingham, Brentwood, 
Canterbury, Gillingham, Guild- 
ford, Ilford, Kingston-on-Thames, 
Margate, Orpington, Preston, 
Salisbury, Sevenoaks, Sheerness, 
Sittingbourne, Tunbridge Wells, 
Watford. P 


Est. over 100 years. 
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HOOVER 


LIMITED 





Turnover 50% Higher 





HE Annual General Meeting of Hoover 

Limited will be held on March 30 at 

Perivale. Mr. S. Roberts, the managing 
director, is to preside. 

The following is an extract from the 
‘‘Annual Review ”’ :— 

The year which has just ended has been 
favoured with an economic climate better 
than we have experienced for some time. 

The inflationary pressure which cast such 
a threatening shadow over the economy for 
so many years had, by the middle of 1958, 
been subdued and the Government was able 
to introduce policy measures which freed 
the economy from: a number of restraining 
influences and allowed it to expand without 
the fear that adverse consequences would 
immediately follow. 

Thus the favourable economic outlook, 
supported by the absence of official controls 
on spending, has encouraged a high level of 
personal expenditure, particularly on durable 
goods. 

These conditions at home, coupled with 
the more favourable economic trends abroad 
which have enabled us to expand our export 
trade, have resulted in an unprecedented 
year, with turnover 50% higher than in 
1958 and profits at £11,135,225, the highest 
in the Company’s history. 


High Sales Level 


It is probable that the upsurge in sales 
resulting from the removal of hire purchase 
controls at the end of 1958 would have 
slowed down had not the Government seen 
the need for further expansionist measures. 

Once the Budget proposals had been 
announced, the hesitation which had begun 
to develop in retail sales was swept aside and 
sales have since been maintained at a high 
level. 

The favourable conditions for selling 
domestic appliances in 1959 was not the 
only factor creating this most successful year 
in our history. It is very significant that we 
achieved an increased share of this very 
competitive market. 

The new Junior Cleaner, introduced in 
the autumn of last year, has created a unique 
place for itself in the market and sales have 
attained a very high level. 

We launched a new Major Cleaner, 
Model 652, in April last. We believe this 
is the finest all-round Cleaner we have ever 
produced, from both design and functional 


standpoints, and sales have been well up to 
our optimistic forecasts. 

In October a redesigned Constellation 
Cleaner, with many added refinements, was 
introduced to the market and, at the same 
time, a substantial reduction was made in 
the price. ‘The combination of high quality 
and low price has had a very favourable 
effect on sales. 

During the autumn we made considerable 
price reductions in both our Hand and 
Power Wringer Washing Machines, which 
have stimulated even greater sales for both 
these products. 

The general recovery of trade overseas, 
which has been evident in most parts of the 
world, is reflected in the increased business 
we have obtained this year and our total ex- 
port turnover is up by 18%. 

It is worthy of note that trade with the 
dollar countries has recovered from the 
down-trend evident in 1958, and earnings 
in this field increased to $3,062,450, com- 
pared with $2,216,236 last year. 


Dividends and Scrip Issue 


Your Board recommends a final dividend 
of 80% less tax on each Ordinary and “‘A”’ 
Ordinary Share, making a total of 90% for 
the year. 

The increased profits have enabled your 
Board to propose this higher dividend with- 
out deviating from the policy of ploughing 
back substantial profits each year. 

At the Extraordinary General Meeting 
convened to follow the Annual General 
Meeting it is proposed to _ capitalize 
£2,450,000 of the unappropriated balance 
on the Profit and Loss Account and to issue 
9,800,000 ‘‘A” Ordinary Shares to the 
Ordinary and “A” Ordinary shareholders 
on a one-for-one basis. 

The year just ended has witnessed a 
tremendotis increase in demand for domestic 
appliances in the home market. The reasons 
for this are exceptional, and we do not 
believe that the rate at which sales have 
climbed in 1959 will be repeated in 1960. 

Competition is becoming more intense in 
both our home and export markets and in the 
home market imports from overseas have 
increased at a significant rate and have added 
their weight to the pressure of home com- 
petition. All this can only mean keener 
prices and lower profit margins. Neverthe- 
less, we look forward to another satisfactory 
year, although not at the same level as 1959. 
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| £81,650,000 


lent on mortgage in twelve 
months 
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THAT IS THE RECORD OF 


THE 
HALIFAX 


for the year ended 31st January 1960 


In the same year 
the outstanding strength and stability of the Halifax were once 
again demonstrated by the following further records: 


TOTAL ASSETS £440,600,000 
LIQUID FUNDS £81,800,000 , 
RESERVES £15,900,000 


SAVINGS & INVESTMENT BALANCES 
INCREASED BY £48,950,000 


HALIFAX BUILDING SOCIETY 


HEAD OFFICE +» HALIFAX +: YORKSHIRE 


London: 51 Strand W.C.2, 62 Moorgate E.C.2 
136 Kensington High Street W.8 


Consult Telephone Directory for address of nearest office 
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STATE BANK OF INDIA 





Expansion of Deposits and Advances 





Shri. P. C. Bhattacharyya’s Review 





HE fifth annual general meeting of 
the State Bank of India was held on 
March 4 at Bombay, Shri. P. C. 
Bhattacharyya, the Chairman, presiding. 
The State Bank of India recorded satis- 
factory progress during 1959. The per- 
formance in the case of its developmental 
activities was specially notable. The fol- 
lowing are the salient features of the Bank’s 
Report for the year 1959 and the Chair- 
man’s speech delivered at the Annual 
General Meeting held at Bombay on 
March 4, 1960: 


Deposits and Advances 

The upward trend in the Bank’s deposits, 
witnessed during the previous two years, 
continued during 1959. ‘Total deposits of 
the Bank increased over the year by Rs. 
1,033m. to Rs.5,812m. ‘Time deposits 
rose by Rs.1,213m. to Rs.3,797m., while 
demand deposits declined by Rs.180m. to 
Rs.2,015m. The increase in deposits helped 
the Bank to augment its gilt-edged portfolio 
which rose by Rs.925m. to Rs.3,771m. 
over the year. 

The Bank’s advances (including bills) 
rose by Rs.411m. to Rs.2,032m. during 
the busy season of 1958-59, the advances 
ratio rising from 34.0% to 38.4%. At the 
peak of the busy season the Bank’s total 
advances reached Rs.2,081m. During the 
slack season of 1959 the Bank’s credit con- 
tracted by Rs.419m. to Rs.1,613m., the 
advances ratio declining to 28.3%. At the 
end of December, 1959, the Bank’s credit 
stood at Rs.1,669m. Industry continued to 
claim a preponderant share (65.8%) of the 
Bank’s advances. At the end of 1959, the 
Bank’s deposits and advances formed about 
30.8% and 16.2% of the deposits and 
advances respectively of all scheduled banks 
in India. 


Foreign Exchange Business 

The Bank maintained during the year 
the volume of business transacted in foreign 
currencies in spite of the continuance of 
restrictions on imports and increased re- 
course to bilateral agreements providing for 
the settlement of trade balances in non- 
convertible rupees. The number of rupee 
accounts maintained with the Bank by 
foreign banks as well as the number of 


li 


accounts maintained by the Bank in foreign 
countries increased during the year. ‘The 
Bank is now in a position to deal directly 
in 20 currencies. 

The Bank continued to extend the scope 
of the agency arrangements with its numer- 
ous correspondents. ‘The Bank’s Rupee 
Travellers’ Cheques scheme continued to 
be popular and total sales during 1959 
amounted to Rs.7m. Arrangements for the 
encashment of cheques on board the liners 
of a few leading steamship companies were 
finalized during the year. 


Branch Expansion Programme 

The Bank made further headway in the 
implementation of its Branch Expansion 
Programme during 1959 when 97 new 
branches were opened. Out of the 400 
new branches to be opened within a period 
of five years, the Bank opened 359 branches 
up to December 31, 1959, and it is quite 
confident to achieve the target by opening 
the remaining 41 branches by June 30, 
1960. ‘The vast majority of these new 
branches are opened at places with a popu- 
lation of less than 50,000. 

On December 31, 1959, the Bank had a 
total of 831 branches and offices, and to- 
gether with the 335 offices of the State- 
associated banks these offices form a net- 
work of an integrated banking structure 
which will increase banking facilities in the 
country and be sufficiently responsive to 
public policies adopted for a rapid develop- 
ment of the country’s economy. 


Rural Credit 

The Bank continued to extend to co- 
operative institutions several special finan- 
cial facilities which were utilized more 
intensively during the year. ‘The total 
remittance facilities granted by the Bank to 
co-operative financial institutions amounted 
to Rs.1,204m. during the year ended 
June 30, 1959. The credit limits sanctioned 
by the Bank to co-operative banks increased 
to Rs.218m. (on September 30, 1959) and 
those sanctioned to 120 marketing co- 
operatives totalled\ Rs.22m. (on November 
30, 1959). Co-operative sugar factories 
continued to claim a major share of the 
Bank’s assistance (Rs.25m.). In addition, 
the Bank also established letters of credit 








for sugar co-operatives covering the import . 


of their machinery. 

The Bank continued to play an important 
part in popularizing the warehousing 
scheme. The credit limits sanctioned by 
the Bank against warehouse receipts at 55 
warehousing centres rose to Rs.11m. as on 
November 30, 1959, and the number of 
such accounts to 1,257. 


Finance of Small-scale Industries 

The Bank’s scheme for financing small- 
scale industries was extended to all the 
branches of the Bank during 1959 and the 
total credit limits sanctioned to small-scale 
industries increased during the year from 
Rs.24m. to Rs.46m. and the number of 
accounts rose from 696 to 1,496. Some 
important branches have, moreover, been 
working as “‘ intensive centres.”’ The limits 
sanctioned to 85% of the units at these 
centres were less than Rs.50,000 each, 
which indicates that the bulk of the finance 
provided by the Bank under the scheme 
was made available to smaller units. 

In the list of acceptable securities, the Bank 
has included many more commodities which 


were hitherto not considered suitable. The 
list now includes almost all readily saleable 
raw materials. During the year the Bank 
concluded agency agreements with the 
State Financial Corporations of Andhra 
Pradesh, Punjab and Uttar Pradesh, bring- 
ing the total of such agreements to five. 


Subsidiary Banks 

Under the State Bank’ of India (Sub- 
sidiary Banks) Act passed in September, 
1959, the State Bank of Hyderabad became 
a subsidiary of the State Bank of India on 
October 1, 1959, and arrangements were 
finalized during the year for the taking over 
of four more State-associated banks. These 
are now styled as the State Bank of 
Jaipur, the State Bank of Indore, the State 
Bank of Bikaner and the State Bank of 
Travancore. ‘The remaining three banks, 
viz. the Bank of Patiala, the State Bank of 
Saurashtra and the Bank of Mysore, will 
be taken over in the course of the first half 
of 1960. 

Each of these subsidiary banks, being 
autonomous, will continue to maintain its 
own identity and independence in its day- 











(Rs. Millions) 
CAPITAL AND LIABILITIES 
1958 

|. Capital—tssued, Sub- 
56.25 scribed and Paid Up 56.25 

2. Reserve Fund and 
84.85 Other Reserves ... 88.89 
4,778.58 3. Deposits ............... 5,811.69 
208.53 4. Borrowings ............ 119.55 
60.37 5. Bills Payable............ 85.21 
25.04 6. Bills for Collection... 33.32 
7.19 7. Other Liabilities...... 30.69 

8. Acceptances, En- 
11.86 dorsements ......... 14.64 
5.57 9. Profit and Loss ...... 5.59 
5,238.24 WE i disc ddenns 6,245.84 











EXPENDITURE 
1958 1959 
62.46 |. Interest Paid ......... 78.79 
2. Salaries and Allow- 

60.63 ances, etc. ............ 69.97 
15.70 3. Other Expenditure 17.79 
19.01 4. Balance of Profit...... 18.71 
157.80 WOE oo iciciecicc 185.26 


STATE BANK OF INDIA 
(Condensed) BALANCE SHEET AS ON 3ist DECEMBER, 1959 

















(Condensed) PROFIT AND LOSS ACCOUNT FOR THE YEAR 1959 





PROPERTY AND ASSETS 





























Chairman: P. C. Bhattacharyya 
Vice-Chairman: Mangaldas Pakvasa 





1958 
1. Cash in Hand and 
Balances with other 
554.71 I ins cntatesauetien 648.39 
21.07 2. Money at Call......... 24.67 
2,845.54 3. Investments............ 3,771.27 
1,720.62 4. Advances ............... 1,668.81 
25.04 5. Bills Receivable ...... 33.32 
6. Constituents’ Liabili- 
ties for Acceptances, 
Endorsements and 
11.86 Other Obligations 14.64 
7. Premises and Furni- 
21.80 Rg ea i 23.41 
37.60 8. Other Assets ......... 61.34 
5,238.24 WEE canesanchaok 6,245.84 
INCOME 
1958 1959 
122.11 1. Interest and Discount 145.29 
2. Commission, Ex- 
change and Broker- 
35.35 ED ccc stgugubonnsetescns 36.06 
Ce | Ds WOE, WUE cient cc ci ccs 0.38 
a 4, Other Receipts ...... 3.53 
157.80 WOE ods vicvccus 185.26 
Managing Directors : : 8 ; Leng 
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to-day operations, while the State Bank of 
India will have the general powers of 
control, supervision and direction. The 
object of taking over these banks is to 
impart to them additional strength, so that 
they as well as the State Bank can play a 
more useful role in the country’s economy. 


Profits and their Appropriation 


The Bank earned a net profit of Rs.18.7m. 
during 1959, as compared to Rs.19.0m. 
during 1958. Earnings from interest and 
discount amounted to Rs.145.3m. as against 
Rs.122.1m. in 1958, and those from com- 
mission, exchange and brokerage were 


Rs.36.1m. against Rs.35.3m. in 1958. 
Interest paid on deposits, borrowings, etc., 
was marked up from Rs.62.5m. in 1958 to 
Rs.78.8m. in 1959. Establishment expenses 
were also higher at Rs.70.0m. during the 
year, as compared to Rs.60.6m. in 1958. 

A dividend of Rs.20/- per share (subject 
to tax) has been declared for 1959 as against 
Rs.16/- per share for 1958. The dividend 
for the year will absorb about Rs.11.3m. 
as against Rs.9.0m. in 1958. Rs.2.0m. 
have been transferred to Reserve Fund 
and Rs.696,100 to the Pension Fund as 
against Rs.3.8m. and Rs.690,200 respectively 
in 1958. Bonus to staff absorbs Rs.4.0m. as 
against Rs.3.6m. in 1958. 





For the convenience of overseas readers 


any of the following addresses: 





The Banker 


is obtainable from booksellers or newsagents, or from 
The Circulation Manager, Bracken House, 10 Cannon Street, 
London, E.C.4, for 42/- per year, including postage. 
Trial subscription 21/- for six months, including postage. 
Special rate for students on application. 


subscriptions can be paid in local currency to 


U.S.A. British Publications Inc., 30 East 60th Street, New York 22. 

Canada. Wm. Dawson & Sons Ltd., 587 Mount Pleasant Road, Toronto 12. 
France. THE BANKER, 36 rue du Sentier, Paris 2 (e). 

Germany. THE BANKER, Siebengebirg-strasse 5, Bonn. 

Belgium. W. H. Smith & Son Ltd., 71/75 Boulevard Adolphe Max, Brussels. 
Switzerland. Azed A. G., Dornacher-strasse 62, Basle. 

Italy. Messaggerie Italiane S.p.A., 52 Via P. Lomazzo, Milan. 

Greece. International Book and News Agency, 17 Amerikis Str., Athens. 
Brazil. R. B. Turnbull Ltda., Rua Aurora, 960—salas 2 e 3, Sao Paulo. 


Or from Newsagents in all countries. 


If any difficulty is experienced please notify The Circulation Manager, Bracken House, 
10 Cannon Street, London, E.C.4 
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World-wide Banking Services 


mt SUMITOMO BANK, 


(Incorporated in Japan) 


HEAD OFFICE: OSAKA, JAPAN 


138 branches in key cities 
throughout Japan 


LONDON BRANCH: 
Manager, T. OHTA 
BUCKLERSBURY HOUSE, 

3 QUEEN VICTORIA STREET, 
LONDON, E.C.4 


OVERSEAS OFFICES: 
NEW YORK AGENCY 
KARACHI REPRESENTATIVE 





3 OFFICE 
” ‘Affliate Banks: 
THE SUMITOMO BANK (CALIFORNIA) CASA BANCARIA BRAZCOT LTDA. 
_ Head Office: SAN FRANCISCO, Branches: LOS ANGELES Head Office: SAO PAULO 
SACRAMENTO 








Please Remember 


“CHURCH ARMY 


FIGHT THE | GOOD FIGHT 





This Great Christian Work through its many Evangelistic and Social 
Activities has touched for the better the lives of untold thousands. 

The scope of the Society’s welfare activity offers something to interest every 
person of goodwill... Mother and Baby Homes, Old People, Young People. 
Distressed Gentlewomen, Holiday Homes, Evangelism—these are but a few. 


Enquiries should be addressed to: Financial Organising Secretary 
Church Army Headquarters, P.O. Box 420, 55 Bryanston Street, London, W.1 











“THE CHILDREN’S POLICY ” sie 
NATIONAL 


MUTUAL 


Ltre 





Safeguard the Future Welfare of 
Your Children 


i ede waded tier 


FOR SPECIAL LEAFLET APPLY TO :— 
Head Office for Great Britain and Ireland A 8 S 7 R A | A S A 
5 CHEAPSIDE, LONDON, E.C.2 LTD 


(Telephone: CITy 7761) 
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DEFENCE 
BONDS pay 








Defence Bonds are a safe and extremely profitable way of saving. As well as the 
attractive interest of 5% per annum, the Bonds are repayable after 7 years at 
the rate of £103 for each £100 invested—and this 3% Bonus is U.K. income tax 
free. The Bonds may, of course, be encashed before maturity. The interest, 
payable half yearly, is not exempt from tax, but tax is not deducted at source. 
You can have up to £2000 of these Bonds exclusive of holdings of earlier issues. 
Bonds inherited from a deceased holder or acquired by conversion of earlier 
issues can be held in addition. On sale in £5 units. Buy all you can afford. 


IN SEVEN YEARS 


5% Defence Bonds 
yield the equivalent of 


£9.12.6 


per cent (gross), per annum if 
you pay tax at the present 
standard rate of 7/9 





Full information on Defence Bonds from your stockbroker, banker or other 
professional adviser, and from your local Savings Committee, Savings Centre, 
Post Office or Trustee Savings Bank. 


Issued by the National Savings Committee, London SW7 
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Is A COMPLETE LIBRARY ON 
BANKS, BROKERS, LOH INSURANCE COMPANIES 





and other financial services. 
Order your DIRECTORY today. You may need it tomorrow. 


Five-Year Contract: $25.00 a copy Single Issue: $37.50 a copy 


g “UO ttshe & CO. 


Nashville 3, Tennessee 























Sm A. HAROLD BIBBY, BART., D.S.O., D.L., LL.D. 


Deputy Chairmen 
B, R. BOWRING, SIR JOHN M. BROCKLEBANK, BART., 
SIR JOHN N, NICHOLSON, BART, C.LE. 


Chief General Manager 
M, CONACHER 


Deputy Chief General Manager 
G. R. TARN 


Joint General Managers 
D. O. MAXWELL, E. NORMAN-BUTLER, J. A. BANKS 


MARTINS BANK 


Head Office: 4, WATER STREET, LIVERPOOL 2 


w Total Assets at 31st December 1959— £397,462,912 


~ 





or 


ARE YOU INTERESTED IN JAPAN? 


Then, you'll be interested in 
whot The Bank of Tokyo con 
de for you. 


* LONDON OFFICE x 
Northgate House, ae at Menees a Tonon, £02 
England. Tel. METropolitan 12 

%e OVERSEAS sh 7 ae 
esl gy ar Francisco, Rio de Janeiro, Seo Paulo, eS 

TSS, . 
Alexandsia, Caleuta, Bombay, Karchi, Vientian, 
Representative Offices in Other Countries 

se DOMESTIC OFFICES x . 
Tokyo, Yokohama, Nagoya, Osaka, Kobe and Other 
Main Cities in Japan 


- call on us at 


THE BANK OF TOKYO, LTD. 


HEAD OFFICE: paspsetsn Saran 








In the City 


The good professional man acts with a sense of 
responsibility illuminated by intelligence, | 
His reputation and his business rise or fall 

on the shrewdness of his advice. 


For investment he will often advise a good 
Building Society and he will count the Burnley 
among the very best. The Burnley offers 
the investor complete peace of mind. At the same time | 
he enjoys a good rate of interest — 3}%, tax paid, and the knowledge 
. that his savings are freely available when he needs them. | 
Deposits in the Society are Trustee Investments. 
For full details please apply to: 12, Grimshaw Street, Burnley. 


BURNLEY BUILDING SOCIETY 
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gan” COMERCIAL ANTIOQUENO 
Head Office: Medellin, Colombia, South America 
with 49 Branch Offices in Colombia 


Cable address for all o ffices—Bancoquia 


Reliable and responsible commereial and finan- 
cial information supplied by the Banco Comercial 
Antioqueno is supported by our 47 years’ expe- 
rience in growing with Colombia, and the com- 
lete facilities of our 50 offices located in every 
important commercial market of the country. 








We invite your inquiries. 
Vicente Uribe Readon, General Manager 


Capital paid-up -«- $30,000,000 — Pesos Colombian. 
Legal reserves . $33,000,000 — Pesos Colombian. 
Other reserves - $ 8,600,000 — Pesos Colombian. 
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